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Sweden urges 
sale of banks to 
foreign interests 

Sweden has urged overseas institutions to purchase 
Swedish banks, on the grounds that foreign owner- 
ship would be preferable to state control Two 
of Sweden's loss-making banks have been t aken 
over by the government and three more - including 
S k a n di n aviska EnskQda - have applied for state 
support None of Sweden's big banks is owned 
or controlled by overseas institutions. Page 18 

Thatcher pushes Maastricht poll: Baroness 
Thatcher reopened deep Tory party wounds over 
Europe by launching a fresh campaign to force 
a referendum on the Maastricht treaty. Page 18 

Solway, Belgian chemicals group, warned it 
would record a loss for the first half of 1993 because 
of overcapacity, recession and alleged unfair 
competition in the European plastics sector. 

Page 19 

WHO urges $2.5bn Aids spending: The 

World Health Organisation wants $2.5bn to be 
spent each year on Aids prevention in developing 
countries, an investment which it believes could 
cut the number of new adult infections by half. 

Page 18 

Altai! fights his comer on EBRD reforms: 

Jacques Attali, belea- 
guered president of 
the European Bank 
for Reconstruction 
and Development, 
proved his determination 
to retain his job by 
indicating that restruct- 
uring of the hank was 
immin ent, Mr Attali 
refused to confirm 
that Ernie Stem, a 
managing director 
of the World R ank, was being considered for a 
senior role within the EBRD. Page 3 

Battle for France’s OOP hots up: The battle 
for Office Commercial Pharmaceutique intensified 
when Gehe, German drug distributor, raised its 
offer for the French drug wholesaler to 165 per 
cent above a French-US bid. Page 1 9 

US Mal t a plan draws fire: Clinton 
administration proposals designed to woo labour 
support for the North American Free Trade Agree- 
ment are instead provoking Republican and Demo- 
cratic wrath. Page 5 

Ukraine arms traaly pledge: Ukrainian 
' president Leonid Kravchuk assured the OS that 
Ukraine would approve two critical arms treaties, 
but opposition within parliament persists. Pages 

Kenya suffers eco no mic setback: Kenya's 
economy grew by a meagre 0.4 per cent in 1992. 
its worst performance since independence 30 
years ago. Page 4 

Fondlarta, Italian insurance group, which posted 
consolidated losses of about L580bn ($392m) last 
year, is believed to have run up debts of about 
lAOOObn to finance foreign insurance expansion 
and domestic diversification. Page 20 

Two Somalis shot dead: Pakistani UN troops 
shot dead at least two Somali gunmen after their 
Mogadishu base was attacked. Earlier, warlord 
General Mohamad Farah Aideed had released 
five P akistani soldiers. Picture, Page 4 

Babbitt favoured for Supreme Court: Bruce 
Babbitt, secretary of the interior, has emerged 
as favourite to fill the vacancy at the US Supreme 
Court Page 4 

Key town falls In Azerbaijan: Rebel troops 
in Azerbaijan were reported to have taken control 
of Gyandzha. an oil-producing town. Four top 
government officials were captured and the red 
flag was hoisted above several buildings. Page 3 

Bolivians elect president: Gonzalo Sanchez 
de Lozada, a OS-raised mineowner. looks likely 
to become president of Bolivia after the most 
peaceful elections in the country's history. Page 4 

UK accountants suffer Weak year: Five 
of the UK’s “Big Six’* accounting firms suffered 
a fall in fee income last year, with only Andersen 
increasing its income. Page 19 

Woody Allen loses custody battle: Actress 
Mia Farrow, engaged in a long custody fight with 
estranged lover Woody Allen, was awarded custody 
of the couple's two adopted children and one 
natural child. 

Australian cricketers beat England: The 

first Comhill Test match, played in Manchester, 
was won by Australia by 1T9 runs after England, 
ch a sin g 512, were all out for 332. 
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Poll results add pressure for Italian electoral reform 


By Robert Graham In Rome 

THE outcome of municipal elections in 
Italy at the weekend places renewed 
pressure on parliament to reach a quick 
agreement on new electoral laws for 
early fresh elections. It puts the five- 
week-old government of prime minis ter 
Carlo Azeglio Cfampl in an even more 
anomalous position regarding its parlia- 
mentary support 

The election results confirmed the dra- 
matic shake-up in the country’s political 
geography as a result of the corruption 
scandals and the discrediting of the tra- 
ditional parties. 


The populist Lombard League of Mr 
Umberto Bossi established itself as the 
dominant force In the rich industrial 
north of the country. Everywhere, vot- 
ers shied away both from the ruling 
parties and from what has been the cen- 
tre ground. 

The only groups, . apart from the 
League, to increase their vote over that 
of general elections in April 1992 were 
those with more radical and aggressive 
messages such as the Network (La Rete), 
the Sicily-based clean-government move- 
ment, and the hardline members of the 
former Communist party, Reconstructed 
Communism. 


However, the bulk of the former com- 
munists, recycled in the party of the 
Democratic Left (PDS), managed to hold 
their vote well, although tainted by cor- 
ruption, and remain in control of the old 
“red belt" in central Italy. 

The four-party coalition on whom Mr 
Ciampi’s predominantly technocratic 
government relies still provides a major- 
ity in both houses. But if the results of 
the election on Sunday are projected in 
a national vote, the collapse in support 
for the Christian Democrats, Socialists, 
Social Democrats and Liberals is such 
that between them they would muster 
less than 20 per cent 


The Socialists in the previous munici- 
pal elections of 1990 obtained more than 
17 per cent of the vote, but their support 
slipped to virtual annihilation with only 
2 per cent The two minor coalition part- 
ners are close to oblivion, while the 
Christian Democrats slipped back to 17 
per cent in the centre and north of the 
country. 

That still leaves them the largest 
voted-for party, with a bigger share of 
the vote in the south, but there is no 
evidence that the Christian Democrats’ 
decline has halted. 

The elections involved a representa- 
tive cross-section of the country, cover- 


ing nearly one in four of the electorate, 
with almost llm voters in 1,092 towns, 
six provinces and the region of Friuli- Ve- 
nezia-Giuiia. Laws approved in March 
introduced a direct vote for the mayor in 
towns of more than 15,000 and allowed 
the leading parties or coalitions a domi- 
nant say in forming new municipal 
administrations. To ensure a clear-cut 
result, the laws allowed for a second- 
round run-off between the two leading 
candidates in the mayoral race. 

Since only two mayors achieved the 

Continued on Page 18 
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Peseta rallies in ERM and foreign exchange markets after Socialist election victory 

Gonzalez 


may aim for 

minority 

government 


By Pater Bruce in Madrid 

PRIME MINISTER Felipe 
Gonz&lez of Spain yesterday cele- 
brated his fourth successive gen- 
eral election victory by preparing 
a new government which he has 
promised would contain many 
new feces. 

The new adminis tration could 
also include the conservative Cat- 
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alan CiU as a coalition partner, 
although Mr Gonz&Iez might try 
first to form a minority govern- 
ment 

The peseta rallied powerfully 
inside the European exchange 
rate mechanism yesterday in the 
wake of Mr Gonzalez’s victory. 

Foreign exchange markets 
greeted the surprisingly comfort- 


able victory by Mr GonzAlez and 
his Socialist party by lifting the 
peseta. In London, it finished at 
Pta76-84 against the D-Mark after 
closing on Friday at Pta7&27, and 
remained in second place in the 
ERM grid. 

The Madrid stock market took 
a gloomier view of the Socialist 
victory and the general index fell 
4.4 points in moderate trading. 

The markets had assumed that 
a widely predicted victory by the 
conservative People's Party, led 
by Mr Josd Maria Aznar, would 
have resulted In early cuts in 
interest rates to revive the flag- 
ging Spanish economy. 

Mr Gonzalez, backed by the 
Bank of Spain, is likely to be 
much more cautious about lower- 
ing rates and Is likely to concen- 
trate in the next few weeks on 
introducing new fiscal austerity 
measures and a tough 1994 bud- 
get to defend the peseta against 
attack by speculators sceptical of 
Socialist determination to cut 
public spending and budget defi- 
cits in the middle of a recession. 

In Sunday's election, the 
Socialists won 38.68 per cent of 
the vote and 159 seals, but lost 
their overall parliamentary 



Sweet smell of success: Spanish prime minister Felipe Gonzdlez accepts the congratulations of supporters on the day after his election victory 


majority. Mr Gonzalez had held 
175 seats in the 350-seat parlia- 
ment since the last election in 


The PP won 141 seats, with the 
PP vote increasing from 255 per 
cent (107 seats in 1989) to 3451 
per cent There were nearly 3m 
voters new to the party. 

Socialist leaders were suggest- 
ing yesterday that voters had 
made it clear that they wanted 
the government to change - to 
tackle corruption and take mea- 


sures against the recession. 

Mr Carlos Solchaga, the 
finance minister, said: “There is 
no doubt that the result In part 
was a vote of confidence, but a 
critical one, which means we 
have to make some changes." 

There were no immediate clues 
as to as to who Mr Gonzalez 
might invite into a coalition if he 
were to form one. 

The most likely partner would 
be the Convergence i Unio (CiU), 
which governs Catalonia. With 


the CilTs 17 seats, the Socialists 
would have an overall majority 
in parliament. 

The Catalans are conservative 
and fiscally disciplined and the 
markets would view an alliance 
with them favourably. 

But Mr Goaz&lez might find it 
easier to persuade his party to 
support potentially unpopular 
policies if he Initially formed a 
minority government, rather 
than depending on a conservative 
coalition partner. 


Some analysts were yesterday 
expressing doubts that the Social- 
ists could attend to the growing 
public sector deficit - 4.4 per cent 
of GDP and thought by the PP to 
be closer to 6 per cent - with the 
necessary urgency now that they 
had lost their overall parliamen- 
tary majority. 

By the same token, many ana- 
lysts also doubted that the 
Socialists would tackle much- 
needed reforms in the labour 
market. 


Brussels 
warns on 
pace of 
recovery 

By Lionel Baftter in Luxembourg 

THE EUROPEAN Commission 
yesterday delivered a grim warn- 
ing that economic recovery in the 
EC is unlikely before the second 
half of 1994. 

The poor outlook for growth 
means unemployment will top 
18m this year and could top 20m 
in 1994, Mr Henning Christ opher- 
sen, economics commissioner, 
told EC finance ministers in Lux- 
embourg. 

Mr Kenneth Clarke, the new 
UK chancellor of the exchequer 
(finance minister) acknowledged 
that the weakness in the Euro- 
pean economy is taking the edge 
off UK recovery and called for a 
"spirit of cooperation” among 
his EC partners. 

On his debut in the Ecofin 
council, Mr Clarke said Europe 
remained the most important 
export market for British goods. 
“Getting the European economy 
going again is very important for 
us alL" 

The Commission forecasts that 
the UK economy will grow by 1.7 
per cent in 1993, compared with 
an earlier estimate of 1.3 per 
cent This is fester than its main 
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Klockner creditors 
approve DM2.7bn 
debt relief scheme 


By Ariane Genfflard in Bonn 

KLOECKNER-WERKE, the ailing 
German steel producer, won 
overwhelming approval from its 
creditors for a debt relief scheme 
yesterday, paving the way for the 
company to write off nearly half 
its DM2.7bn ($158bn) debt 

Creditors, dominated by the 
top German banks, mil receive 
between 40 and 60 per cent of 
their claims. Small creditors, 
owed no more than DM10,000, 
will be fully reimbursed. 

The approval leaves Klockner 
free to reopen negotiations for 
the sale of a significant shar e of 
its steel assets, the company said. 

The company is considering 
selling at least a 50 per cent stake 
to an outsider, Mr Hans Chris- 
toph von Rohr, KMckneris chair- 
man, told the Frankfurter Aflge- 
meine newspaper. 

The sale of Klflckner-Edelstahl, 
the special steel division, was 
announced this year pending the 
success of the debt-relief scheme. 
Hie subsidiary is to be sold for a 
symbolic DM2 to Mr Jtlrgen 
Grossmann, its chairman until 
February 15. Druker, a Frankfurt- 
based consultancy company, will 
acquire 25 per cent of the shares. 

Thyssen and Krupp-Hoesch, 
Germany’s two largest steel- 
makers. also announced last 


month that they would lead a 
European consortium of steel 
producers to bid for K15ckner*s 
cold-rolling mill, the most profit- 
able part of the company. 

Mr von Rohr said he would not 
sell such an important asset 
without also negotiating the sale 
of a part of KlOckner’s hot-rolling 
mill, an area of the European 
industry that suffers from severe 
overcapacity. 

Any move by Klockner to sell 
part its core steel assets will be 
watched with some trepidation 
by other German steelmakers 
which have expressed concern at 
the prospect of the company's 
being able to compete more effec- 
tively. 

Under pressure from other pro- 
ducers, the European Commis- 
sion insisted on significant capac- 
ity cuts at KlOckner before 
writing off part of its DMT75m 
loan. 

Under its agreement with the 
Commission, signed last Friday, 
Klockner will reduce its pig-iron 
capacity by 33 per cent to 2.4m 
tonnes per year. The company's 
crude steel production will fell by 
20 per cent to 25m while its hot- 
m tling mij] capacity will decrease 
by 12 per cent to 3.7m tonnes. 

The company plans to demol- 
ish one of its two blast furnaces 
in Bremen. 


CONTENTS 


Hem 

European r*em — 

2 

FMtura 

T7 


16 

American Newa 

3 

Manaeament — 12 

Wvtfl Trada Nows .. 

5 

.6.7 

Tedinclogy 

.10 



FT Law Reports — 

__11 




——16 


_„18 

TVandfMo- — 

15 


Gnawoid. 


London SE . 


Waf Street. 


UK 

ML CapMkts _ 
fed. Comparta . 




-28 


CuiiiwcHin — 

FT Worid Actuaries 35 


Rm&i Effihanoes . 

GoMMsrtrt » 

Equty Option — 23 

H. Bond Samoa. 

Managed Funds . 

Money Matae. 

Herat* teuw .23 

Sm M u m u flon — 27-29 

TrnJtonaH Option* _23 Aerospace . 


.38 


.3 W7 
-3837 


.Sadler 3 


^ THT FINANCIAL TIMES LIMITED 1993 No 32.082 Weak No 23 


LONDON - PARIS - FRANKFURT ■ NEW YORK ■ TOKYO 




mpmm 

<rM i ^ 



We’re keeping 
competition healthy. 

The National Grid Company is sponsoring the umpires for 
this summer s Comhill Test Matches between England and Australia. 
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Parts Air Show take-off for Afafaut Industrie’s new A340, A330 and A321 fleet 


The worst may be over 

Defence cuts and the slump in civil aviation have inflicted a severe 
downturn on the industry over the past two years. Now there are signs 
of slow recovery, writes Paul Betts, Aerospace Correspondent 


T he aerospace industry 
would probably have 
preferred to gather in 
Lourdes rather than Paris this 
week for the world's biggest 
airshow. 

Barring a miracle, the indus- 
try, crippled by the worst cycli- 
cal downturn in its postwar 
history, still feces a few more 
years of heavy turbulence. 

But there are now signs that 
the worst is perhaps over. With 
the recent rescue by General 
Electric or the DS of GPA, the 
world's biggest aircraft leasing 
company, which has been 
mired in a growing finnnrfai 
crisis over the past 12 months, 
the industry believes it has 
probably seen the end of the 
bad news. 

“The entire industry has 
undergone open heart surgery 
and is now in intensive care 
waiting to recover slowly." 
says a senior executive of the 
European Airbus consortium. 

Aerospace companies and 
airlines have had to adapt to 
three years of brutal recession 
- which unlike previous 
slumps has combined a sharp 
fell in activity in both the civil 
and the military sides of the 
business - by cutting produc- 
tion. restructuring and reduc- 
ing staff on a huge scale, and 
intensifying their efforts to col- 
laborate with other groups in 
mergers, partnerships and 
other strategic alliances. 

The traditional optimism of 
the industry has been replaced 
by a new sense of realism. 
Although, the bottom has prob- 
ably been reached in the cur- 
rent cycle, no one is yet pre- 
pared to forecast when the 
recovery will gather steam. 
The best estimates are late 
1994 or early 1995. But even 
when the market does pick up 
again, it is unlikely to roar 
ahead as in previous cycles. 

Airlines, which have lost 
more than SIQbn in the past 
three years, are still struggling 
to return to the black. Fierce 
fare wars, which reflect the 
continuing overcapacity in the 
market at a time of increasing 
liberalisation, will keep airline 
balance sheets under pressure. 

With no alternative but to 
reduce their overall costs, air- 
lines have had to cancel or 
defer orders for new aircraft 
“plated .'during Jthe unprece- 


dented buying binge of the late 
1980s. In turn, manufacturers 
have had to accommodate 
these cancellations and defer- 
rals by cutting production 
sharply. 

Boeing, the world's largest 
commercial aircraft manufac- 
turer, is reducing production 
by as much as a third from 32 
to 21 airliners a month by 1994. 
Both Airbus and McDonnell 
Douglas have also been cutting 
output. Total deliveries of new 
airliners are now expected to 
drop to around 500 aircraft a 
year from a peak of 844 


in 1991 and 790 last year. 

The ripple effect has been 
felt throughout the industry as 
suppliers and subcontractors, 
as well as manufacturers of 
smalle r commuter and regional 
aircraft and aero-engine mak- 
ers, have had to bite the bullet. 

Growth in air traffic is at 
last improving again and show- 
ing a real increase over 1990, 
the year before the Gulf con- 
flict. This coupled with eco- 
nomic recession, sent traffic 
felling in 1991 for the first time 
since annual records started to 
be kept in 1929. ' • 


But the growth has remained 
far lower than airlines bad 
expected, leading to overcapa- 
city throughout the industry. 
The restructurings, expendi- 
ture cuts, and aircraft order 
cancellations and deferrals are 
likely to start bringing capac- 
ity tuck to balance with travel 
demand by the end of this 
year. 

The retirement rate of older 
jets is also expected to bolster 
demand for new aircraft. 
Already, about 1,000 aircraft in 
the world airline fleet are 25 
years old - the average life 


cycle of modem jets. The num- 
ber is likely to rise to around 
2,500 by the beginning of 1995. 

A robust recovery in the rate 
of new aircraft orders, in the 
short-term is unlikely, how- 
ever, even though the industry 
continues to expect strong 
long-term demand for new air- 
craft, with deliveries worth 
more than $800bn forecast over 
the next 18 years. 

Until airline finances 
improve, the industry will face 
the challenge of financing the 
high cost of new equipment 
and aircraft Most of the recent 


cost-cutting measures, accord- 
ing to Moody’s, the US rating 
agency, will only partially off- 
set the industry's weak finan- 
cial position. 

“We don’t know what kind of 
airline industry will emerge 
from this recession, which has 
already taken some large air- 
lines out of the game,” says Sir 
Ralph Robins, the fthfliriTian of 
Rolls-Royce, the UK aero-en- 

gine manufacturer. He expects 

little improvement in underly- 
ing trading conditions over the 
next two years. 

Manufacturers have also had 
to maintain a high rate of 
research and development 
spending on new products with 
long lead times in order to 
secure their longer-term 
future. With non-recurring 
research and development 
costs growing far more rapidly 
than inflation, manufacturers 
in all sectors of the civil aero- 
space industry, including air- 
frames, aeroen gines and com- 
ponents, have been scrambling 
to forge partnerships or, in 
some cases, combine their 
operations in mergers to 
reduce the high risks of new 
project development and to 
compete more strongly in an 
increasingly global and concen- 
trated industry. 

Deutsche Aerospace has just 
taken over control of Fokker, 
the Dutch aircraft manufac- 
turer, while McDonnell Doug- 
las is seeking investors to 
acquire up to 49 per cent of its 
commercial aircraft activities 
based in Long Beach, Calif- 
ornia. Bombardier of Canada 
has absorbed Shorts, the Bel- 
fast manufacturer, Leaijet, the 
US corporate aircraft maker, 
and De Havilland of Canaria. 
British Aerospace has formed a 
joint company with Taiwan 
Aerospace for its regional jet 
business anri is now looking 
for partners to invest in its tur- 
bopropeUer aircraft activities. 

A similar trend of consolida- 
tion is now spreading through 
the defence sector. Since the 
end of the cold war, the 
defence market has been 
shrinking as governments 
have cut their defence spend- 
ing and reduced the number of 
new programmes. 

The decline is expected to 
last several more years. By the 
turn of the century, the 


■ Aero-engines: Rolls-Royce 

in long search for a 

super fibre Page 12 


riefeira business could be half 
what it was in the 1980s. The 
consolidation of the industry 
has seen some companies opt- 
ing to pull out of some busi- 
nesses, while others have 
either sought to merge their 
activities with partners or 
expand by acquiring tbe 
defence businesses of rival 
companies. 

In the guided weapons sec- 
tor, for example, the cold war 
spawned more companies in 
Europe and in the US making 
missiles or systems for missiles 
than could survive in an age of 
diminishing government 
defence budgets. This has led 
to a significant shake-up in the 
US with Loral's takeover of the 
former LTV group's guided 
weapons activities and the sale 
of General Dynamics’ mis siles 
division to Hughes Aircraft, 
part of General Motors. In 
Europe, British Aerospace is 
now considering the merger of 
its miss iles b usiness with those 
of the French Matra group, 
while other European manu- 
facturers are also in active 
merger discussions. 

“A process of natural selec- 
tion is now taking place in the 
defence sector,” says Mr Keith 
Hodgkinson, aerospace analyst 
at Shearaon Lehman. As the 
number of big new defence 
contracts declines, every deal 
has turned into a matter of 
"life and death” for many com- 
panies, he explains. 

Under the circumstances, it 
is not surprising that trade ten- 
sions have continued to sim- 
mer on both sides of the Atlan- 
tic. Several US companies have 
decided not to exhibit at Paris 
because they claim French 
companies have used air shows 
to spy on them, a charge 
rejected with derision by 
France’s aerospace industry. 

Although the US bas finall y 
reached a compromise with the 
European Commission on the 
long-running dispute over air- 
craft subsidies, accusations 
have continued to fly between 
Washington and Brussels over 
• unfair government support for 
their respective industries. 

And while Airbus partners 
have agreed this year to collab- 
orate with Boeing on joint 
studies to develop a new gener- 
ation super jumbo, capable of 
seating up to 800 -■* 
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and marking what could per- 
haps be the beginning of a new 
realignment in the world air- 
craft industry, an atmosphere 
of suspicion and mutual dis- 
trust continues to prevail. 

This was eloquently reflected 
by the response of a senior Air- 
bus executive to suggestions 
that the Europeans had 
attempted to spy on Boeing to 
gain information on its 747-400 
jumbo. “It's as if the famous 
French cheL Paul Bocuse, was 
caught spy ing .a t McDonald’s 
to stea^^onking secrets." 
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Snecma is one of the world's leading aircraft engine manufacturers. As a keg partner 
in niang of the technological and commercial successes of modem-dag aviation, we 
continue to build on a proud French tradition. T he high performance we bring to 
cooperative ventures has earned us the confidence of the global leaders In the aerospace industry. 
Today. Snecma pursues its strategy of forming strong partnerships. We’re proud to contribute to the 
civil and military programs that will define the world of tomorrow. By finding new solutions and 
forging new partnerships. Snecma helps drive the aviation industry towards a more powerful future. 
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Upturn is still awaited 
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COMMERCIAL AIRCRAFT 
manufacturers around the 
world have been scrambling to 
cut production and employ- 
ment so as to adapt to the 
siege-like conditions facing the 
industry. 

Boeing, the world’s biggest 
manufacturer of commercial 
Jets with about 60 per cent of 
the world market, is reducing 
overall production by 35 per 
cent. It announced this year it 
would cut 28,000 jobs over the 
next 18 months. 

McDonnell Douglas, now 
trailing behind the European 
Airbus consortium as the 
world's third commercial air- 
craft maker, is reducing its 
workforce by 10 per cent this 
year after cutting it by 20 per 
cent last year. By the end of 


Recovery is likely to be 
less vigorous than in 
previous cycles 


1993, the group's overall 
employment will have dropped 
from 121.000 in 1990 to about 
78,000. 

All four Airbus partners - 
Aerospatiale of France, Deut- 
sche Aerospace. British Aero- 
space and Casa of Spain - have 
bad to scale down output to 
match the slowdown in the 
European group's expected 
deliveries of new aircraft dur- 
ing the next three years. Mr 
Jean Pierson, the Airbus man- 
aging director, says the consor- 
tium's production is now 
expected to grow from about 
150 aircraft this year to about 
170 in 1995, compared with an 
original target of 225 in 1995. 

The industry’s cyclical down- 
turn has been longer and 
fiercer than previous ones. 
Since the advent of the jet age, 
the world travel industry has 


suffered three major slumps 
which were followed by sharp 
recoveries. But the situation is 
different this time because the 
slump has coincided with a 
decline in the defence side of 
the aerospace business, which 
helped sustain manufacturers 
during the previous cyclical 
downturns. 

Although all three big manu- 
facturers remain confident 
about long-term prospects fbr 
the Industry, they are uncer- 
tain when the market will 
finally pick up. Most conserva- 
tive estimates expect the 
upturn to occur around 1994 or 
1995. Recovery is likely to be 
more gradual and less vigorous 
than in previous cycles. 

Airlines, which have made a 
cumulative loss of more than 
SlObn on international sched- 
uled services over the past 
three years, are continuing to 
defer and cancel new aircraft 
orders booked during the buy- 
ing spree of the late 1980s. 

Boeing now concedes in the 
1993 edition of its annual 
industry market outlook that 
“it was evident that airlines 
and leasing companies were 
ordering more aircraft than 
was necessary to meet 
demand,” and that the manu- 
facturers in turn increased pro- 
duction to meet this demand. 

In 1989 alone, at the height of 
the order boom, a total of 
$90bn worth of new jet orders 
was booked by the manufactur- 
ers. Bookings last year Tell to 
529^bn in reaction to overcapa- 
city, difficulties in finan cing, 
slow traffic growth and monu- 
mental airline losses. 

Although cancellations and 
order deferrals will eventually 
slow down as the balance 
between capacity and demand 
improves, a significant prob- 
lem will be financing. "The air- 
line industry is plagued by 


growing financial difficulties." 
acknowledges Airbus in its 
1993 market study. "Current 
financial difficulties mean that 
many airlines are unable, to 
raise funds to replace ageing 
fleets," it adds. 

The replacement of older air- 
craft together with air travel 
growth are the two main com- 
ponents for aircraft demand. 
Airbus expects some 2400 nar- 
rowbody jets and 500 wkJebody 
airliners to be retired over the 
next five years to make way 
for some 3.300 new aircraft. 
Boeing for its part estimates 
that of the 12JX J5 aircraft to be 
delivered between now and 
2010, 25 per cent will be to 
replace older jets. 

So far, however, the rate of 
retirements has been much 


Aircraft prices have been 
rising while margins 
remain under pressure 


slower than the manufacturers 
had expected. Airlines have 
delayed ordering new equip- 
ment in the face of dire finan- 
cial difficulties. New sources of 
financing will also have to be 
found to support the $S15bn 
that Boeing believes airlines 
will need to invest in new air- 
craft over the next 18 years to 
meet traffic growth and their 
fleet renewal needs. 

in spite of the cost reduction 
and restructuring programmes 
launched by airlines during 
the latest recession, all are 
finding it hard to make any 
adequate return. One reason is 
the continuing decline in real 
terms of their revenue yields 
and margins are expected to 
remain under pressure even 
when stronger recovery finally 
occurs. In contrast, new air- 
craft prices have been constant 


or increasing in real terms. 

"A quantum reduction in air- 
craft price through production 
cost improvements is neces- 
sary for the financial health of 
both the airline industry and 
the manufacturing industry," 
British Airways, one of the few 
large profitable carriers, 
recently warned. Around the 
world more than 700 aircraft, 
which could be used, are 
grounded or for sale. While 
both the airline and aircraft 
manufacturing industries are 
near the trough of their eco- 
nomic cycle, BA says: "Unless 
there is an early resumption of 
long-term growth, together 
with new aircraft prices that 
airlines can afford, current 
orders could be further threat- 
ened with implications for the 
whole supply chain." 

Manufacturers have 
responded by introducing 
greater automation in design, 
manufacturing and assembly 
processes to improved dramat- 
ically productivity. But this 
has not been sufficient to offset 
the ever-increasing costs of 
new product development 

Non-recurring research and 
development costs have been 
growing far more rapidly than 
inflation at a time when bal- 
ance sheets have continued to 
be squeezed by the recession in 
the industry. At the same time, 
no manufacturer can clearly 
afford to risk abandoning or 
placing on ice future product 
development programmes if it 
wants to r emain competitive in 
the longer term and take 
advantage of the eventual mar- 
ket recovery. 

T his has pushed manufactur- 
ers towards increasing interna- 
tional co-operation and seeking 
risk-sharing partners for new 
project developments. Even 
Boeing, reluctant in the past to 
share its programmes, has 



80% 
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been actively talking fbr the 
first time of forging equity 
links with other international 
partners. 

For Boeing the practice of 
contracting with global suppli- 
ers was at first small, but it 
has been steadily growing over 
the years. Its first 707 had 
almost no foreign content The 
727 bad less than 1 per cent 
the 737 slightly more. Collabo- 
ration with other partners 
expanded with the 767 when 
the Seattle manufacturer 
established risk-sharing agree- 
ments with Japanese manufac- 
turers and the Italians. The 
Japanese subsequently took a 
20 per cent risk-sharing stake 
in the 777, Boeing's big twin 
engine widebody programme, 
already at an advanced stage 
of development 

McDonnell Douglas sees the 
solution of its problems in col- 
laboration and global partner- 
ship. Mr John McDonnell, 
chairman of the US aerospace 
and defence group, wants to 
set up a new commercial air- 
craft company with a series of 
international equity partners 
prepared to invest in the devel- 
opment of new products. 

Mr McDonnell failed to 
clinch a par tnership last year 

with Taiwan Aerospace, which 
was proposing to invest $2bn 
for a 49 per cent stake in the 
Douglas civil aircraft business 
based in Long Beach, Calif- 
ornia. But the US group says it 
is engaged in mature discus- 


sions with a number of poten- 
tial partners, including several 
in the Ada-Pacific region. 

If successful, it would give 
McDonnell Douglas a similar 
risk sharing system operated 
by Boeing with the Japanese 
manufacturers by 8^ four 
Euro pean manufactu rers in the 
Airbus consortium. "Airbus 
has become a model fin* such 
ventures in the aerospace and 
other capital-intensive indus- 
tries," says Mr Pierson. 

In the span of 20 years. Air- 
bus has developed a highly 
sophisticated system for the 
integration of complex indus- 


trial processes across Europe, 
created a network of co-opera- 
tion between major European 
man ufacturers, and set in 
motion, an irreversible trend of 
trans-national cooperation in 
the industry. 

"Investments in research 
and development, production 
and after-sales service far large 
civil aircraft were, are and 
probably will remain, simply 
enormous." says Mr Pierson. 
“A new aircraft programme 
today is in the $3-4bn bracket 
with a miwriniiim risk of expo- 
sure close to $7-9bn. Such risks 
are simply too much for a sin- 


gle manufacturer to bear," he 
explains. 

In the face of all these pres- 
sures, new realignments are 
starting to emerge which could 
lead to a profound transforma- 
tion in the structure of the 
commercial aircraft industry 
over the next decade; The first 
eloquent signs that thisls 
beginning to happen is the 
agreement at the end of Janu- 
ary between Boeing and the 
four partners of Airbus, its 
main European rival, to study 
the joint development of a 
super jumbo capable of seating 
up to 800 passengers. 
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David White on the cost of military aircraft 


After the cold war 



Travel. Discover how different we are. And how very much alike. 


bach country has its own games, pastimes that help describe the culture that created them. Realiz- 
ing that there are differences is important, of course. So is understanding this basic similarity: we all 
play. The world is full of wonderful people to meet, places to go, opportunities to explore. Go. 



WHY CAN our air forces not 
make do with simpler aircraft? 
Why Is it necessary to push 
technology - and costs - to 
snch extremes? 

The questions, frequently 
asked nowadays in a climate 
of declining defence budgets, 
are not new. 

If governments had taken 
the advice given to them in 
1917 by Cyril Wan, in his book 
By Land, Sea and Air, they 
would have stuck to biplanes. 
In a section on Modern Weap- 
ons of War he pooh-poohed the 
hopes that Germany, in partic- 
ular, had vested in the mono- 
plane. 

"The monoplane," he wrote, 
"has a very limited speed 
range. It maximum speed may 
be anything up to 120 miles an 
hour, bat its minim um is sel- 
dom less than 90 miles an 
hour. Ton can see what a 
grave disability is this high 
speed. Accurate observation is 
impossible, because the 
observer Is travelling too fast 
dearly to see what is taking 
place on the ground. And it is 
too high for bomb-dropping. 
For what sort of chance of hit- 
ting the place at which it is 
aimed has a missile dropped 
from an aeroplane travelling 
at 90 miles an hour?" 

This argument seemed to 
justify his conclusion: "It is 
highly unlikely that the devel- 
opment of the monoplane will 
be carried further." 

Its echoes can be heard 
today. The end of the cold war 
has, in the past couple of 
years, brought a whole series 
of new combat aircraft pro- 
jects under criticism and scru- 
tiny. Because of the time 
needed nowadays to bring new 
aircraft into production, the 
fighters now under develop- 
ment were all conceived when 
the cold war was at its height 
In the US, industry has 
soused the imminent crunch. 
General Dynamics’ sale to 
Lockheed late Last year of its 
Fort Worth aircraft operation, 
maker of the successful F-16, 
means that there are now two 
primary poles for design and 
manufacture - McDonnell 
Douglas and Lockheed. 

Lockheed was already linked 
with General Dynamics in the 
F-22 project the top-of-the 
range fighter designed to suc- 


ceed McDonnell Douglas's 
F-I5. Until the F-22 award in 
1991, Lockheed seemed to be 
in the process of being ride- 
lined after the completion Of 
its F-117A stealth aircraft pro- 
gramme. Now the Fort Worth 
acquisition, says Mr Dan Tel- 
Iep, Lockheed’s chairman and 
chief executive, has "funda- 
mentally transformed the 
landscape of military aircraft 
in the US.” 

Even if the F-22 project were 
cancelled - one of the options, 
if not the most likely, under 
consideration at the Pentagon 
- Lockheed would count on a 
role In whatever took its place. 
"It wouldn't devastate ns," 
says Mr TeUep. 

Priority has been given by 
the new Pentagon team to 
sorting out the four new tacti- 


The Pentagon’s priority 
is to sort out four new 
tactical aircraft projects 


cal aircraft projects planned 
fbr the US Air Force and Navy. 
All are clearly not affordable 
in the same timeframe. The 
odds favour the F-22, although 
possibly with a curtailed and 
slower programme, and the 
new E/F versions of McDon- 
nell Douglas’s carrier-borne F/ 
A-18 Hornet. This would be at 
the expense of plans for a new 
multi-role fighter and the A/ 
F-X naval strike- aircraft, suc- 
cessor to the A-L2 project, can- 
celled two years ago. 

Northrop’s B-2 strategic 
stealth bomber programme 
has already been cut to 20 air- 
craft, and the Pentagon has 
t hr e a t en ed to stop the McDon- 
nell Douglas C-17 heavy trans- 
port aircraft and an alter- 
native to the troubled 9411m 
programme. Other options far 
heavy airlift, if the contractor 
fails to meet requirements, are 
versions of Boeing’s 747 and 
767 airliners, a life-extension 
of the current Lockheed C-141 
StarHfter or a restart of pro- 
duction of its CS Galaxy. 

Europe's moment of panic 
appears to have passed with 
the patching-up last December 
of differences between Ger- 
many and Britain on the 
future of the European Fighter 
Aircraft. 


The existence of three new- 
generation European fighters 
- the Swedish JAS 39 Gripen, 
the French Rafale and the 
Anglo-German -I tali an-Spanish 
Eurofighter, all of similar del- 
ta-wing design with "canard" 
foreplanes - may seem exces- 
sive. Bat all are now secure, 
even though Germany still 
places a question-mark on its 
commitment on the production 
phase of Eurofighter. 

The lightweight multi-role 
Gripen (JAS is an abbreviation 
for fighter, attack and recon- 
naissance) is the farthest 
down the road. This is despite 
the setback suffered in 1989 
when its first prototype 
crashed (not a unique occur- 
rence: the US F-22 had a simi- 
lar mishap in April 1992 at 
Edwards Air Force Base in 
California). The first produc- 
tion model of the aircraft - 
single-engined, in contrast to 
the twin-engined Rafale and 
Eurofighter - flew in March, 
and 140 are on order for deliv- 
ery between now and 2001. 

Dassault’s Rafale, launched 
at tiie same time as the Euro- 
fighter, has stolen a march on 
its heavier four-nation rival 
inasmuch as it at least has 
prototypes flying. But the pro- 
gramme could be vulnerable to 
cuts or further delays in pur- 
chase plans. Three different 
versions are being built - one- 
seat and two-seat aircraft for 
the air force and a carrier ver- 
sion for the navy. Current 
plans are fbr some 320 in total 
with the first navy squadron 
entering service fate in 1998.. 
and the first air force squad- 
ron at the end of 2000. 

Preliminary discussions are 
already under way on new col- 
laborative arrangements for 
the next generation. British 
Aerospace has begun contacts 
with Saab on a possible 1 air- 
craft to fiQ the gap in the mar- 
ket now being successfully 
occupied by the Hawk trainer- 
cron-fighter. It has also talked 
to the French on the next 
frontline fighter to succeed the 
Rafale and Eurofighter. France 
cannot afford to go it afa ry 
again, and British industrial- 
ists and officials believe that 
any future project on this 
scale in Europe can be under- 
taken only on the basis of 
Anglo-French co-operation. 
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Delivery forecasts have been cut, writes David White 


Helicopters held back 


THE NEWS will be when a 
helicopter programme happens 
on time «nd according to pig** 


In both the IIS and Europe, all 
major military projects - the 
backbone of the industry - 
have been subject to delays in 
development or procurement. 

Manufacturers have scaled 
down their forecasts for deliv- 
eries over the next 10 years, 
particularly on the military 
side. But total deliveries of 
civil helicopters were lower 
than expected fast year at 650, 
compared with more than 1,000 
in each of. the previous two 
years and a rate of around 
1.500 a year in the early 1980s 
before sales slumped. 

Excluding small piston-en- 
gined craft. Industry predic- 
tions are for a gradual recov- 
ery on the civil side from last 
year’s 380 deliveries, with pre- 
dicted averages of close to 500 
a year up to 2002. 

In the military sector, indus- 
try forecasts point to a market 
of about 12J500 helicopters in 
the 20 years from 1992 to 2011, 
worth about jlOSbn. North 
America is expected to account 
for about 4,000, Europe 3,300, 
south-east Asia and Austral- 
asia about 2,500 and the Middle 
East 1,100. Peak delivery levels 
are expected from 2003 to 2006. 


What the industry will look 
like by then is a subject for 
speculation. Westland has con- 
tinued to talk about closer ties 
with Agusta, while Eurocopter, 
the joint venture between 
Aerospatiale of France and 
Germany’s Deutsche Aero- 
space, advocates broader Euro- 
pean links. Since last year. 
McDonnell Douglas, which 
bought Its helicopter division 
from Hughes in 1983, has been 
In the market for “joint ven- 
tures, partnership or sale"; 

This might mean different 

product lines going to different 
companies. Eurocopter is 
understood to have been inter- 
ested in a purchase fast year 
but transfer of the AH-64 
Apache attack helicopter to a 
foreign company was clearly 
out of the question. 

McDonnell Douglas sees the 
helicopter division drawing 
good profits from the Apache 
for years to come. But one 
executive commented: “It's 
hard to make a successful com- 
pany out of a single product" 

The Apache is bring put for- 
ward, in a joint bid headed by 
Westland, as the lea ding - con- 
tender for a UK army contract 
doe to be decided next year for 
some 100 helicopters, worth 
about £2bn. Among four other 


groups invited to bid, the main 
rivals are the CobraVenom, an 
updated version of the veteran 
Bell SuperCobra led by GEO 
Marconi Avionics, and the 
Eurocopter Tiger, which is 
under development fbr French 
and German forces. British 

Aerospace is heading the Eger 
bid for the UK. The helicoptere 
are due to enter service - bar- 
ring farther delays - in 1998.- 
Two Europoan naval and 
utility helicopter projects - the 
mnco-German-Dutch-Italian 

NH-90 and the Angio-Italian 
khioi - are now fully under 
Way. TheEHlOl last year won 
a Canadian contract for 50 
Mv ?i beKcoptere, but that 
would be vulnerable under a 
change of government. 
vS US ’ ae Bell-Boeing 
SL? Sp J!. y tllt-rotor aircraft, 
he«t by two prototype crashes 
and attempts by the last US 
administration to stop the pro 
is expected to be reto- 
stated. But army plans, includ- 
ing Apache upgrades and 

mg/Slkorsky RAH-66 Com- 
anche scout helicopters are 
being reviewed. The $40bn 
Comanche programme has 
been slowed down, with the 
operational deadline slipping 
four years to 2003. 
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Taking the world view. 
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From the beginning, Airbus Industrie’s clear vision of the world’s air transport needs has guided its long-term business strategy. The result today is a 30% share of the civil aviation 
market with more than 100 airline customers, including most of the major flag-carriers. The constantly evolving Airbus family of aircraft which includes both the biggest twin-aisle twin 
and the longest range airliner in aviation history, can now fully meet customers' range and capacity requirements: a solid base from which to extend our world view well into the future. 
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Why the trend to larger widebody jets seems unstoppable 

The bigger, the better 


SIZE rather than speed is 
becoming the dominant trend 
fn commercial aviation. "The 
next big challenge for the 
industry will be the develop- 
ment of ever-larger jumbos 
capable of carrying €00 to 800 
passengers rather than a sec* 
ond generation supersonic air- 
liner.'' says Mr Adam Brown, 
planning director at the Euro- 
pean Airbus consortium. 

The average size of airliners 
has been growing steadily dur- 
ing tbe past decade from 176 
seats in 1980 to 193 seats last 
year. Boeing, the world's big- 
gest commercial aircraft manu- 
facturer with about 60 per cent 
of the western market, fore- 
casts the average will increase 
to about 227 seats by 2010. It 
expects larger widebody air- 
craft will account for 58 per 
cent of all seats delivered dur- 
ing the next IS years. 

This trend towards larger 
aircraft is driven by two fac- 
tors: long-range, non-stop 
travel is expanding while on 
shorter routes big aircraft are 
seen as a way of beating con- 
gestion at busy airports. The 
new generation of jumbos also 
offers airline operators the 
opportunity to reduce their 
operating costs through a com- 
bination of e nhan ced technol- 
ogy and greater capacity. 

Although the recession in 
the airline industry has forced 
tbe three big manufacturers - 
Boeing. McDonnell Douglas 
and Airbus - to cut production 
following a series of order can- 
cellations and deferrals from 
financially pressed airline cus- 
tomers. all have forged ahead 
with development of new wide- 
body aircraft. 

Boeing, which has domi- 
nated the long-distance wide- 
body market with its four-en- 
gine 747 jumbo, is now in 
advanced development or the 
777. a new family of twin-en- 
gine widebody airliners with 
versions for medium range 
flights and others for longer 
routes. 

It has invested about S4bn in 
the development of the 777 
which will enter service in 
1995. The three Japanese aero- 
space companies (Mitsubishi 
Heavy Industries. Kawasaki 
Heavy Industries and Fuji 
Heavy Industries) have partici- 
pated closely in this pro- 
gramme with a share of 


around 20 per cent of the new 
aircraft. 

The European Airbus consor- 
tium is now mounting an 
increasing challenge against 
Boeing’s dominance of the big 
widebody market with its new 
family of A330/A340 widebod- 
ies. The A340 entered service 
this year. This four-engine air- 
liner boasts the longest range 
of any civil aircraft capable of 
flying non-stop with a full pas- 
senger load for 16 hours or 
more. Later this year, the 
European consortium will start 
delivering to customers the 
A330, the twin engine sister of 
the A340. 

In this market, McDonnell 
Douglas is competing with its 
MDll three-engine jet. 
Although it has been retrench- 
ing heavily in the face of the 
industry slump, it is continu- 
ing to study the development 
of a larger stretch version of 
the MDll as well as of a new, 
even bigger four-engine jumbo, 
the MDL2- 

However, these plans depend 
on the company's ability to 
complete the restructuring of 
its commercial aircraft activi- 


world markets. 

To compete against the A33Q/ 
A340. the 777 and the MDll. 
the Russian manufacturer 
Ilyushin has co-operated 
closely with US manufacturers 
to develop the Ilyushin 96M. 
This four-engine widebody 
with seating capacity for 386 
passengers is the fruit of 
Cooperation between the Rus- 
sians, the US Pratt & Whitney 
group, which is providing the 
engines for the new aircraft, 
and Rockwell-Colllns, which is 
supplying the avionic equip- 
ment and systems. 

European and other US aero- 
space companies are now 
increasingly interested in 
working with the Russian 
industry. While strong on air- 
frames, the Russians are seek- 
ing western help in particular 
for engines, avionics and cabin 
Interiors to develop new airlin- 
ers according to western stan- 
dards for aircraft certification 
and passenger comfort 

Bat the biggest challenge of 
all for the commercial aircraft 
manufacturers will be the 
development of a very large 
aircraft capable of seating up 


The development of 8 super jumbo faces significant 
technical and financial hurdles. Many safety issues 
are raised, while costs are an even bigger obstacle 


ties by finding new interna- 
tional partners to invest in 
these operations and help fund 
the development of new large 
aircraft. McDonnell Douglas 
attempted to negotiate a part- 
nership with Taiwan Aero- 
space but the S2hn deal finally 
fell through last year. The US 
company is now talking to 
potential partners in the Asia- 
Pacific region as well as other 
parts of the world to create a 
new joint partnership company 
for its commercial aircraft 
activities. 

Apart from the big three 

western civil aircraft 

manufacturers, the Russian 
aerospace industry, with a long 
history of producing very large 
aircraft, is now also seeking to 
penetrate the western 

widebody market It is forming 
alliances with western 

aerospace partners to develop 
jets for the Commonwealth of 
Independent States and other 


to 800 passengers. Boeing, Air- 
bus and McDonnell Douglas 
have all been studying plans to 
build a super jumbo. They 
have already had extensive 
meetings with potential airline 
customers to discuss their 
needs and the possible timing 
when they would require a 
very large aircraft to enter ser- 
vice. 

"Both Boeing and Airbus 
came to see us some time ago 
to ask. ns whether we had 
greater need for a new genera- 
tion supersonic aircraft or a 
super jumbo. We said the big 
aircraft,’’ says Mr Kenzo Yoshi- 
kawa, purchasing director of 
the Japanese airline All Nip- 
pon Airways. Other large carri- 
ers in the Asia-Pacific region, 
the US and a few in Europe 
have also expressed interest in 
a new large aircraft to enter 
their fleets at the turn of this 
century. 

But the development of a 


super jumbo faces significant 
technical and financial hur- 
dles. “It’s always a nig h t m are 
building a big aircraft.” says 
Mr Ken Brundle, head of air- 
craft operations at Shorts, the 
Belfast-based aerospace com- 
pany. 

An aircraft of such size will 
require a significant amount of 
composite materials to keep its 
weight down. Many safety 
issues are raised, such as how 
to evacuate large numbers of 
passengers from both the top 
and upper decks of a double 
deck airliner. Terminal gates 
will probably need to be rede- 
signed and runways strength- 
ened. For maintenance, new 
extra large hangars will have 
to be built “Existing ground 
facilities and equipment are 
simply not adequate to 
such a doable deck giant air- 
craft." says Mr Hideo Aoki. the 
engineering and maintenance 
director or ANA. 

The costs of developing a 
super jumbo are an even big- 
ger obstacle. The manufactur- 
ers estimate development 
would cost well over $l0bn. 
"From an economic standpoint 
the crucial question will be 
how many of these aircraft will 
be needed. Estimates range 
from 200-300 aircraft to around 
600-700 aircraft. I think 300 is 
probably the more realistic 
number.” Mr Yoshikawa says. 

At these costs, no single 
company could contemplate 
assuming the full risk of devel- 
oping a super jumbo on its 
own. The only way forward 
will be through wide-scale 
co-operation between big man- 
ufacturers. 

This has already led to per- 
haps a significant move in 
international collaboration in 
the commercial aircraft indus- 
try with Boeing’s decision to 
join forces with the four Air- 
bus partners (Aerospatiale of 
France. Deutsche Aerospace, 
British Aerospace and Casa of 
Spain) to study jointly a super 
jumbo. These companies are 
now also seeking to encourage 
others to join them including 
McDonnell Douglas in the US, 
the Russians and Japanese 
manufacturers. All agree that 
there is unlikely to he room for 
more than one super jumbo 
project 

Paul Betts 
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Shaping A New Future 


And onr involvement in the Regional- Jel for 
Canadair is just part of it. 

Shorts, with its extensive short-haul market 
experience, is responsible for the aircraft's complete 
main fuselage assembly, plus major flight components. 

To meet the production and 
quality demands for a 
project of this scale. Shorts 
has completely refurbished 
and re-equipped its huge 
aircraft assembly facility. 




Throughout every area of Shorts a substantial 
investment programme is well under way. Millions of 
dollars in the most modern plant and machinery, bringing 
new levels of excellence to every facet of our operations. 

Equally extensive investment in our Manufacturing 
Division have revolutionised an impressive range of 
processes, from specialised machining to detailed part 
production. And have enhanced Shorts standing as a 
centre of excellence in the fast-growing field of advanced 
lightweight composites. 

The results are impressive. Reduced cycle times. 
Greatercost-effcctivcness. Higher productivity. Standard- 
setting quality. On time del i very. Ensuring Shorts position 
with the industry leaders as a world class competitor. 

SHORT BROTHERS PLCP.O. Box 241. Belfast BT3 9DZ 


Bombardier Aerospace/Europe 

Shorts Group 

A world class competitor 


A new jumbo dimension in air travel 
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co-operate w«i Japanese aerospace companies 
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Paul Betts on how airlines are adapting to lower traffic growth rates 

Giants emerge to jostle for 
position in world market 


THE AIRLINE industry is in a 
state of turmoil. “AH 
indications are that the early 
1990s will be remembered as 
perhaps tbe most critical 
period in the industry’s 
evolution,’’ says Mr Kari-Heinz 
Nenmeister. the secretary 
general of the Association of 
European Airlines. 

Although traffic is now 
recovering after the slump 
caused by the combined effects 
of the Gulf war and economic 
recession, many world airlines 
are continuing to show heavy 
losses as they straggle to 
survive in an increasingly 
competitive market 

Apart from the traffic 
slowdown - in 1991 airline 
traffic foil by 3 per cent to 
show the first decline since tbe 
second world war - airlines 
have had to adapt to a 
regulatory revolution which 
has seen liberalisation 
spreading from America to 
Europe and In other regions of 


Financial performance versus order volume 

Number of aircraft S biflion (current value} 
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The pick-up has been 
slow, with continued 
pressure on revenue yields 


the world. 

There are signs of a struc- 
tural change in the traditional 
’'boom and bust" cycle of the 
industry. Previous cyclical 
downturns have been followed 
by sharp recoveries. In the 
current cycle, however, the 
pick-up has so far not only 
been slow but has seen contin- 
ued pressure on airline reve- 
nue yields. 

While airlines have seen 
their lower yielding economy 
cabins filling up with passen- 
gers again, first and business 
class traffic has remained 
sluggish. Some airlines have 
reported drops of between 10 
to 20 per emit in first and busi- 
ness class passengers this 
year, while others say the 
trend of passengers downgrad- 
ing from first to business or 
from business to economy 
class is continuing. 

The capacity offered by air- 
lines has also been outstrip- 
ping passenger demand, 
although International Air 
Transport Association figures 
suggest that capacity is gradu- 
ally becoming more balanced 
with demand in recent 
months. But there are still 
about 800 aircraft lying idle in 
the Arizona desert because of 
lack of demand, and the indus- 
try will remain under heavy 
pressure until the excess 
capacity in the market is 
finally absorbed. 

Overcapacity has fnelled 
fierce fare wars as carriers 
have attempted to fin their 
seats and maintain market 
share at the expense of very 
poor financial returns. As a 
result, tbe airline industry 
reported a heavy loss of 
around S5bn on international 
scheduled services in 1992. 
Accumulated losses during the 
past three years now total 
more than SlObn and the 
industry Is expected to show 
another big loss this year. 

Both the airline industry 
and commercial aircraft manu- 
facturers have been revising 
downwards their estimates for 
long-term traffic growth, 
which will be principally 


SIZE OF THE GLOBAL ALLIANCES 



Sales 

(USSm) 

RTK* 

(m) 

RPKt 

(m) 

Pax# 

(iri) 

British Airways + Air Russia 
+ Deutsche BA 

9.090 

9.111 

65,896 

25.42 

USAir 

6.514 

5.400 

54,677 

56.60 

TAT 

467 

182 

2.143 

3.15 

Qantas + Air NZ 

3,099 

3,904 

28.836 

4.53 

Australian 

1.168 

745 

7,643 

7.35 


20.338 

10,342 

159.395 

96.05 

StA 

4.146 

2.460 

15.163 

7.98 

Delta 

10,063 

11.248 

108,383 

74.19 

Swissair 

3,185 

5.331 

34,894 

8.13 


17.394 

19,039 

158,440 

90.30 

Swissair + CTA + Crossair 

3.185 

5,331 

34594 

8.13 

SAS 4- BMA + Spanair + LAN- Ode 

5.807 

1347 

15.416 

1350 

Austrian 

847 

385 

3510 

253 

KLM + Air UK + Transavia + MartinaJr 

4,189 

4,988 

28,736 

852 

Northwest 

7,534 

10,738 

86,787 

4154 


21,502 

23,289 

169543 

74.32 

American 

12,887 

15.368 

132502 

75.90 

Lufthansa 

9,746 

9,376 

52544 

29.50 


22.633 

24,744 

184546 

105.40 
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driven by real gains In gross 
domestic product in the indus- 
trialised markets. They now 
expect overall traffic growth 
to average 5 to6 per cent a 
year in the 1990s. The Asia-Pa- 
cific region is likely to grow 
most rapidly by about 10 per 
cent a year, while growth wifi 
be only around 4 per cent a 
year in the more mature Euro- 
pean and North American 
markets. 

But with traffic growth rates 
down from the high levels of 
the previous decade and more 
competition, an increasing 
number of airlines are strug- 
gling. One response has been 
to cut costs in an effort to 
improve productivity. Nearly 
50,000 jobs were lost in the 
industry in 1991 as a result of 
restructuring. But this has not 
been sufficient and the past 
two years have seen a number 
of airlines disappear, includ- 
ing famous names such as Pan 
Am and Eastern and younger 
ones including: Air Europe. 

More structural adjustments 
will be necessary ifairtines are 
to survive in the new world 
order. At the tome time, the 
twin pressures of deregulation 
and the increasing globalisa- 
tion of the airline market are 
accelerating the consofidatiou 
of the industry. 

In the US, after more than 
10 years of deregulation, the 
industry is already heavily 
concentrated around a. handful 
of giant carriers, with Ameri- 
can Airlines, United Airlines 
and Delta Air Lines the three 
largest Although these large 
carriers have also been hit by 
big losses and are catting capi- 
tal expenditure, they continue 
to have their eyes firmly set 


on international expansion in 
a drive to become global carri- 
ers. 

In Europe, consolidation is 
now gathering momentum as 
airlines scramble to forge stra- 
tegic alliances and partner- 
ships with other carriers to 
build up their critical mass 
and compete in the global mar- 
ket 

British Airways has led the 
way by Investing around 
£600m in the last four months 
in a series of strategic stakes 
in other airlines Including 
USAir, Qantas of Australia, 
the regional French carrier 
TAT and a small German air- 
line called Delta. It has also 
taken over the loss-making 
operations of Dan Air, the UK 
regional carrier based at Lon- 
don’s Gatwick airport, and of 
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Plymouth -based Rrymon. 

BA has been able to take 
advantage of its financial 
strength and the weakness of 
others to build tills formidable 
set of global alliances. But 
other European carriers are 
now also actively seeking to 
increase co-operation links 
with other carriers to survive 
in the global market 
One of the most significant 
developments of recent 
months has been the p ar tn e r - 
ship discussions between four 
European medium-sized air- 
lines - Swissair. Scandinavian 
Airlines System, KLM Royal 
Dutch Airlines and Austrian 
Airlines - aimed at combining 
their operations under the 
umbrella of a single jointly- 
owned company. Between 
them, the four carriers would 
create Europe's biggest airline 
and what they call “a fourth 
force” in the European market 
to compete against the big 
three - British Airways, Air 

Medium-sized airlines plan 
to create “a fourth force’ 
in the European market 

France and Lufthansa. 

Air France has also been 
increasing its mass by absorb- 
ing UTA, the French indepen- 
dent long haul carrier, taking 
over Air Inter, the domestic 
French airline, and acq uir ing 
a strategic equity stake in 
Sabena of Belgium. Far its 
part, Lufthansa is currently 
negotiating an alliance with 
American Airlines and dis- 
cussing partnerships with 
other carriers including Aus- 
trian Airlines. 

While jostling to position 
themselves in the global mar- 
ket, airlines continue to be 
worried by the problems of 
congestion in the skies, 
because of inadequate air traf- 
fic control systems, and on the 
ground, because of the slow 
pace of new development at 
crowded airports. Both 
threaten to clip the wings of 
growth when the recovery in 
air travel starts gathering 
steam. As Sir Colin Marshall, 
BA’s chairman, recently put it 
*TTbe overriding challenges we 
race are essentially two: the 
increasing level of deregula- 
tion in the industry and the 
old chestnut of infrastruc- 
ture." 


* 
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OPTIMISM Is returning to the OK’s 
business aviation industry after a period 
that left companies “punch drunk” and 
“shell-shocked”, according to Mr Danny 
Forman, chief executive of the General 
Aviation Manufacturers and Traders Asso- 
ciation, 

Gamta, which works from offices near 
Aylesbury, Buckinghamshire, represents 
business aviation In the form of companies 
ranging from equipment suppliers to exec- 
utive-jet dealers. It promotes the growth of 
general aviation which, it explains, 
up more than 90 per cent of all UK-regis- 
tered civil aircraft. 

With the dark days of recession finally 
over, Mr Forman says, “the phones are 
ringing” with inquiries - not just about 
aircraft acquisition but about flying train- 
ing. 

Flying training Is important because 
many of the industrial company execu- 
tives responsible for placing orders far air- 
craft or charter services are pilots first 
and buyers later. 

Upbeat confidence also comes over from 
Mr Anthony Hutton, director of the Flight 
International Business and Light Aviation 
Exhibition, a trade-oriented showcase for 
general aviation due to be open at North 
Weald airfield, Essex, on September 8-1L 

Mr Hutton, who notes that his show has 
no flying display or other crowd entertain- 
ment, reports “an e xtre mely optimistic” 
view of the future among companies. That 
has emerged since last September's Faro- 
borough air show after a deterioration in 
confidence over the preceding year. 


David Boggis finds business aviation executives more optimistic 


Phones start to ring again 


Not all the indications are so buoyant 
hi some companies, the corporate aircraft 
fleet has become a casualty of the reces- 
sion. 

United Biscuits has sold its King Air 
twimturboprop. BP. the oil multinational, 
has got rid of a much costlier fleet, all jets: 
an intercontinental Gulfstream IV and two 
medium-range British Aerospace lffi400s 
(otherwise known as the Corporate 800). 

United Biscuits gyp foineri- “in the pres- 
ent climate, we could not justify the air- 
craft” The company’s executives are still 
travelling, but mostly now on airlines. If 
business is pressing, or if several people 
need to travel, the mmpany will charter 
an aircraft 

BP’s decision follows a recent manage- 
ment change. The company said: “We 
decided it was not costeffective to use the 
jets this way.” Now BP's use of charters 
has increased, mainly to countries of the 
former Soviet Union. 

Ms Janice Hahn, of the Business Air 
Centre, a London charter broker, agrees 
that business from industrial companies 
has increased. Having received little such 
business during two years of recession, 
BAC now finds old clients returning with 
urgent requests. 


“Bookings are up by about 30 per cent,” 
Ms Hahn says. The proportion of business 
that BAC receives from industry is going 
up. “They are going out there to look for 
business." 

Business for the centre looks unlikely to 
come from Glaxo. The company operates 
four jets and, after a review of costs, is 
getting rid of only one, a Gulfstream IV. 
The other three are staying, Glaxo says, 
because “It makes efficient use of exec- 


Falcon 900 used by the board; and another 
G-IV, which runs a shuttle between Heath- 
row and the company’s facility in North 
Carolina. There is no direct airiine flight 
on that route. 

Glaxo comments: “Our senior people are 
encouraged to visit the markets.” 

Sir Anthony Bamford. chairman of JCB, 
makers of earth-moving equipment, says 
of the company's BAe 125400: “It’s my 


office in the air." The company places 
importance on the amount of work that 
can be carried out actually during a flight 

Sir Anthony adds: “We have looked, at 
giving up {the jet) as one of the ways of 
cutting overheads, but I think it is a valu- 
able sales tool - particularly during a 
recession when you have got to go out and 
get customers.” 

JCB, which exports more than 70 per 
cent of its production, also operates an 


Agusta A109 helicopter from Its base at 
Rocester, Staffordshire. One recent opera- 
tion involved ferrying 20 clients from 
Rocester to a site at Milton Keynes. It took 
four flights but, in all, the company says, 
the helicopter proved “more cost-effective 

than rail”. 

Whatever the pros and cons of owning 
your own aircraft against chartering time 
on someone else’s, one dealer b elie ves it 
can give a company the best of both 
worlds. Air Hanson, of Blackbushe. Sur- 
rey, which distributes Beechcraft’s range 


“We have looked at giving up [the jet] to cut overheads, but it 
is a valuable sales tool when you have to go out for customers” 


utfve time". 

The aircraft that remain are a BAe 
125400, operated within the US; a Dassault 


- imputing the King Air, market imHar in 
the twin-turboprop cabin class - is offer- 
ing aircraft on lease as well as for sale. 

Mr Mike Lacey, Air Hanson's aircraft 
sales manager, says: “Aircraft are being 
targeted by accountants as unnecessary 
expenses.” In the tight of that, leasing 
becomes attractive, as the aircraft remains 
off the balance sheet 

Air Hanson’s drive for more customers, 
in either form, reflects worries about the 
health of the UK economy in relation to 
economies in Europe. “A great number of 
businessmen don’t take the continent seri- 
ously,” Mr Lacey says. He adds: “My con- 
cern is that there has been a net exodus of 
aircraft from the UK, and the French and 
German aviation community is growing.” 

The dealer’s campaign for lease custom- 
ers emphasises the Beech Starship, a strik- 
ingly unusual design with a canard fore- 
plane, fins at the wingtipe, and turboprops 
driving pusher propellors. The Starship's 
impact on the European market has so far 
been limited. 

Its competitors include Cessna’s Citation 
range of twiqjets. Cessna, which is based, 
like Beech, in Wichita, Kansas, has 
a representative office in Surrey that 
handles marketing for the UK, the Iberian 


penin s u la anH the Middle East 

Mr Barrie Sampson, regional sales man- 
ager for the Citation, says that, with the 
%000th of the type recently rolled out, the 
aircraft has overtaken the Leaijet range to 
become market leader in the light jet cate- 
gory. Citation clients may deal through a 
finance company that will own the jet and 
lease it to the mid-user, but Cessna wants 
sales, not leasing deals. 

Mr Sampson is optimistic that his office 
will sell six or so of the 120 Citations that 
Cessna hopes to move this year. Over the 
past quarter, he says, “there has been a 

significant pick-up in the level of interest 
in the market." 

His positive tone is echoed by Bob 
Crowe Aircraft Sales at Cranfield, Bedford- 
shire. Mr Bob Crowe says the mood among 
buyers has altered in recent months com- 
pared with the previous couple of years. 

“We have never been so busy, talking to 
qualified buyers,” he says. “Sales this past 
six months have been extremely strong. 
There has been much interest from UK 
buyers in the past two months.” Other- 
wise, many sales have been to buyers 
abroad. 

The company handles a big proportion 
of used aircraft, as well as dealing in new 
aircraft sales of the turboprop Cessna Car- 
avan I and IL Up to 25 aircraft a year pass 
through the company’s hands, giving a 
turnover in a typical year of $7m. 

The “punch-drunk” days for the UK 
business aircraft market seem to be over. 
The industry is off the ropes and begin- 
ning to fight back. 


Profitability in this high-risk sector is threatened, reports Daniel Green 

Cut-throat scraps over space 


THE BLUE skies that once 
attracted aerospace companies 
to commercial space markets 
are clouding over. A combina- 
tion of technological mid polit- 
ical changes is saturating the 
markets for launchers, satel- 
lites and ground equipment 
and threatening profitability 
and confidence in thro high- 
risk business. 

Most of the commercial 
space industry is about tele- 
communications, a sector 
being driven so quickly by 
technology that f ut ure growth 
prospects are being under- 
mined. 

Bach generation of satellites 
packs in yet more transmitting 
power, using the latest minia- 
turised electronics. At the 
same time, file rocket improve- 
ments have gradually pushed 
up the average weight of a sat- 
ellite: launchers can now put 
satellites weighing several 
tonnes into space. 

The result is huge jumps in 
tiie numbers of telephone calls 
each satellite can handle, a 
rate of increase far larger thaw 
the growth in the number of 
long distance telephone calls 
actually u ini ^ p 

At the same time, improve- 
ments in rocket accuracy and 
satellite design mean that sat- 


ellites last longer in orbit. 
Lifespans have crept up from 
less than 10 years a decade ago 
to more than 14 years now. 
With satellites lasting longer, 
they need to be replaced leas 
often. 

Add to that the power of 
undersea fibre optic cables, 
which compete with satellites 
to carry long distance calls, 
and it is dear that the number 
of new satellites that will be 
needed by the world’s tele- 
phono companies is likely to 
be limited. 

That is not the aid of the 
commercial space industry’s 
concerns. While established 
companies fight each other 
over a shrinking market, new 
competitors are entering the 
fray. The end of the cold war 
has brought in Russia and 
China, eager to sell their 
launch services for hard cur- 
rency. Japan, too, is nearing 
the «nMi of the development of 
a large rocket, the H2, and its 
electronics companies now 
supply many of the essential 
parts of US-bufit satellites. 

The non-commercial space 
industry is suffering as well, 
as governments seek to cat 
spending. Nasa, the US space 
administration, is in the 
throes of a re-organisation 


triggered by budget cuts. And 
the European Space Agency 
has cancelled or postponed 
several large projects such as 
the Hermes space sta- 

tion. The governments of 
France Japan are excep- 
tions with their Increased 
space budgets. 

These developments have 
nf&riai all three parts of the 
space industry, rocket launch- 
ers, satellites and ground 
equipment 

• In launchers, Europe’s 
French-led Arianespace con- 
sortium is strengthemng its 
grip on tiie market Rivals in 
the US have slipped further 
hah hid in the last year. Confi- 
dence in General Dynamics 
has suffered badly as three of 
the last right Atlas launches 
have failed while McDonnell- 
Douglas’ Delta rocket is 
qwflifer than launchers made 
by Arianespace and is being 
left out in the trend towards 
largo 1 satellites. 

China, too, has been hit by 


question marks over who was 
to blame for the failure of a 
launch late last year. The 
giant Russian space industr y 
Is bang constrained by tight 
restrictions placed on it by the 
US government 
And despite the uncertain- 
ties faring Rniaria, china and 
General Dynamics, Japan will 


not try to sell its H2 rocket for 
commercial contracts. Execu- 
tives at Mitsubishi Heavy 
Industries, one of the contrac- 
tors on the T260bn project, say 
the market is simply too small 
for another new entrant 
Even Arianespace faces an 
uncertain future. The next 
model of launcher is the Ari- 
ane 5 which was designed 
partly to put the European 
manned space station Hermes 
into mbit Now it will have to 


rely more on the commercial 
sector. 

• In satellites, Hughes Air- 
craft Of California maintains 
Its dominant position, largely 
against US rivals GE and 
Loral. 

Between them, the US com- 
panies have all but over- 
whelmed the European com- 


munications satellite construc- 
tion industry. Some Europeans 
have carved niches as subcon- 
tractors supplying parts such 
as solar panels for US satel- 
lites. Others have not even 
been able to do thig British 
Aerospace, for example, has 
all but abandoned satellite 
construction and was unable 
to find a buyer for the remains 
of its business. 

Many, such as France’s 
Aerospatiale, and Matra-Mar- 


coni, a joint venture between 
France’s Matra Group and tiie 
UK’s GEC, rely on domestic or 
European public sector con- 
tracts for scientific research 
and earth observation pro- 
jects. 

• Ground equipment markets 
are dominated by Japanese 
companies such as Mitsubishi, 
NEC and Toshiba. But they, 
too, are concerned that space 
markets are limited. 

Mr Hiroshi Kanai, general 
manager at Mitsubishi Elec- 
tric’s commercial space pro- 
grams department, says there 
is pressure in Japan to buy US 
technology to help reduce the 
Japanese trade surplus. 

The inmeasing power of tele- 
communications ground equip- 
ment, in parallel with develop- 
ments in satellites, means that 
the market will not grow 
quickly, says NEC, Japan’s 
biggest supplier of antennas. 

Despite all these concerns, 
there are still opportunities 
for growth for the space indus- 


try. One that many have 
pinned their hopes on is the 
construction of global mobile 
telephone communications 
networks based on satellites. 

There are several rival pro- 
posals. Motorola, an electron- 
ics comp any that was at the 
forefront of the spread of con- 
ventional cellular telephone 
networks, has its Iridium 
scheme. The plan is to launch 
68 small satellites to ring the 
planet and allow mobile tele- 
phone users to dial anywhere 
from almost anywhere. 

Similar schemes, using 
fewer satellites, have been pro- 
posed by Loral and Inmaraat, 
the international mobile tele- 
comm uni cations consortium, 
and others, if any took off, sat- 
ellite builders and ground 
equipment makers should 
enjoy a stream of orders. 

Rocket builders might not 
fare so wdL Since the satel- 
lites for the network would be 
gmaii, the number of organisa- 
tions able to launch them 
increases. Several US compa- 
nies could hmncli small satel- 
lites, perhaps with rockets car- 
ried into the upper atmosphere 
on aircraft Lockheed, for one, 
has plans to cut launch prices 
to as low as (14m for such 
satellites — less jlun a quarter 


of typical rates on existing 
Launchers. 

Even this might not be 
enough to match Russia. It can 
launch several small satellites 
at a time on converted multi- 
ple warhead ballistic missiles. 

The threat of such competi- 
tion from Russia last month 
led to the US to impose strict 
limits on the frequency of Rus- 
sian launches. It also put a 
floor on the price that Russia 
could offer. 

Critics point out that there 
is no provision for retaliation 
against Russia should tiie deal 
between the two countries be 
broken. They argue that a sim- 
ilar agreement with China 
failed to prevent deep dis- 
counting by Beqing. 

Such scraps are likely to 
continue as toe space business 
becomes more cut-throat. The 
combination of technological 
and pniiHMi change trans- 
formed the space industry 
from one accustomed to rela- 
tive certainties, with few sup- 
pliers and few customers, to 
one where uncertainty rules. 
It is, perhaps, no longer a 
business that can be run by 
former civil servants and air 
force chiefs, but one that will 
have to live by the rough rales 
of international commerce. 


Established companies are fighting over a shrinking 
market as new competitors are entering the fray 
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But which industry? Rolls-Royce is 
famous in aerospace, and is also a world 
force in industrial power. 

Rolls-Royce engines are found on a 
wide range of aircraft, large and small, 
military and dviL They include the Harrier 
and Hawk, Boeing 747 and Fokker 100. 
Rolls-Royce engines will also power 
future fleets of big twin-jet airliners. With 
over 1000 customers in 125 countries, the 
company is certainly a powerful player in 
the aerospace industry. 

The industrial power sector re- 
presents 40% of the company’s sales. 
Rolls-Royce is active in power generation, 
transmission and distribution, nuclear 
power, marine engineering - both on ships 
and on the dockside - oil and gas extraction 
and pumping. Collectively they give the 
company a broad base to stand 
on, making Rolls-Royce a leader 
in all its chosen fields. 

The symbol of power 
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SINGLE EUROPEAN MARKET 


European Community timetable 


Freedoms, but no bonanza 


ALTHOUGH the Single 
European Market in air trans- 
port lias now been in place 
since January l, its effect to 
date has been less dramatic 
than many people both inside 
and outside the airline indus- 
try had hoped. 

There have been few “new 
entrant” airlines and few new 
routes and services. Most of 
the activity on feres has been 
in reductions in a battle for the 
premium fare business class 
passengers, rather than the 
major cuts “across the board” 
that many passengers had 
been led to expect. 

The “Third Aviation Pack- 
age," giving effect to the SEM 
in air transport gave airlines 
three significant new “free- 
doms". 

• First was the right to set 
their own fares, subject only to 
tightly drawn safeguards 
against unfair or predatory pri- 
cing, with the Commission 
itself having the right to arbi- 
trate in the case of disputes. 

• Second was that any airline 
meeting common safety, 
nationality and financial fit- 
ness criteria would be entitled 
to an operating licence any- 
where in the Community (with 


restrictions on charter airlines 
being swept away) - the so- 
called “freedom of access”. 

Member countries could still 
regulate access to domestic ser- 
vices for their own airlines, but 
only on a noiHiiscriminatory 
basis - they could not do so 
just to protect national flag- 
carriers. Member-states also 
retained limited scope for 
restricting access where con- 
gestion or environmental prob- 
lems could be demonstrated, 
but again only in a non-dis- 
crizninatory way. 

• Third was the introduction 


European air transport 
has not been a 
money-spinner 
for some time 


of “consecutive cabotage” - 
the right or an airline from one 
country to operate limited 
capacity on onward domestic 
route sectors in other member 
countries (ie London to Frank- 
furt and then on to Berlin). 

Full cabotage - the right of 
any airline to fly anywhere in 
the Community - becomes 


effective only from April 1 
1997. 

Earlier hopes that al! this 
would amount to a bonanza for 
airlines and air travellers have 
foundered so far, with the 
European airline industry 
plagued by serious operating 
difficulties. These have been 
complicated by the airlines' 
efforts to achieve cross-border 
mergers or alliances so as to 
become larger and stronger 
players in the international 
aviation a rena. 

One of the most difficult 
problems has been the persis- 
tence of the economic reces- 
sion, which has savaged airline 
balance sheets - overall' world- 
wide industry losses over the 
three years 1990-1992 are esti- 
mated at over SlObn, and win 
be further increased by end-93. 
A substantial proportion of 
those losses has been incurred 
in Europe. 

The result has been a pau- 
city of new entrants to the 
industry. One has been Air 
Russia, in which BA has a 31 
per cent stake, along with 
Aeroflot and other Russian avi- 
ation interests holding the 
other 69 per cent. Formally cre- 
ated last year. Air Russia is 


expected to start services to 
Europe next year at the latest 

But the emphasis has been 
on the introduction of new 
routes by existing airlines (and 
even those have been compara- 
tively limited), or increasing 
frequencies on existing ser- 
vices. Some routes have even 
been axed - for example, some 
European scheduled operations 
by Dan-Air were eliminated 
when British Airways acquired 
that airline last autumn. 

BA's German venture, Deut- 
sche BA (formerly Delta Air), 
in which BA has a 49 per cent 
share, has introduced several 
new routes. Including Berlin to 
Moscow, Munich to Ankara, 
Stuttgart to Venice and 
Munich to Dresden, while the 
French-based TAT, in which 
BA has a 49.9 per cent stake 
(with an option on the other 
50.1 per cent), has also 
launched new services. 

By far the most active devel- 
opment has been in adding fre- 
quencies to existing routes to 
meet traffic growth. That 
occurs where the airlines con- 
cerned have either already 
been in possession of the nec- 
essary “slots” - take-off times 
- or have been able to gain 
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additi onal ones, often by jug- 
gling schedules to enable them 
to transfer less busy services 
to off-peak periods, thus releas- 
ing precious peak-time slots for 
more profitable operations. 

Apart from the economic cli- 
mate, the slots problem is 
probably now the most serious 
constraint on the development 
of European air transport. 
Increasing traffic, the lack of 
adequate ground infrastructure 
(not only runways but also ter- 
minals), and the need for 
extensive improvements in azr 
traffic control throughout 
Europe (because of not only 
past inadequate investment 
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but also lack of harmonisation 
and integration of facilities 
throughout Europe) are all 
part of the problem. 

Efforts by the EC itself to 
solve the problem by preferen- 
tial treatment for new 
entrants, stricter rules to deal 
with airlines failing to use allo- 
cated slots, and introducing 
more scheduling committees to 
control slot distribution at 
major airports, can be only 
temporary palliatives. Until 
increased infrastructural 
investment results in more 
runways, more terminals and 
fully harmonised and inte- 
grated air traffic control, the 


slots problem Is likely to 

remain. 

The most evident effect of 
the SEM so fer has been in the 

feres arena. But although Luft- 
hansa cut feres early in the 
new year, and was followed by 
other airlines, in recent weeks 
the activity has been focused 
more on airlines' efforts to gen- 
erate higher-yielding business 
g lass traffic, leading to a “class 
war” throughout Europe, with 
Aer Lingus, Air France, British 
Midland and KLM among those 
involved, while other carriers 
have introduced reduced-rate 
season tickets, or improved the 
quality of cabin service. 


All this, however, has 
stemmed more from a desire to 
win back the many business 
travellers (and their employ, 
ere), who in a recessionary eco- 
nomic climate were rebelling 
against the high costs of busi- 
ness class travel in Europe and 
trading down to economy- 
class, than from a genuine 
desire on the part of the air- 
lines to use the SEM feres free- 
dom to generate overall traffic 
growth. 

European air transport has 
not been a money-spinner for 
some time. BA's 1991-92 annual 
report showed that Europe 
(including the UK) generated 
turnover of over £33bn (£91lm 
of it from continental Europe), 
but produced an operating 
surplus of only £20m. the 
airline's strong profits in that 
year coming from other parts 
of the world. Many other 
airlines are in a comparable, 3 
not a worse, position. 

This indicates that signif- 
icant cuts in European 
economy fares wil] do nothing 
for airline balance sheets, and 
will only be sustainable if 
accompanies by rigorous cost- 
cutting. 

It remains to be seen just 
how many EC airlines will be 
in a fit financial state by April 
1 1997 to take advantage of the 
totally liberalised European air 
transport market that then 
becomes effective. 

Michael Donne 


Michael Donne reports on a sector growing faster than the trunk airlines 

Lack of ‘slots’ hits the regionals 


OVER RECENT years, Europe has 
developed an exceptionally large 
and diverse regional aircraft 
manufacturing industry. 

But recently It has been suffering 
from a shortfall in new orders as 
the economic recession has bitten 
into airlines' balance sheets, 
resulting in severely cartailed 
aircraft re-equipment programmes. 

In turn, manufacturers have been 
obliged to reduce aircraft 
production rates and labour forces 
to survive. One consequence has 
been a renewed interest in the 
possibilities of new strategic 
alliances, if not outright mergers. 
Some have already occurred, and 
in the near future there may be 
farther significant realignments 
in the industry’s overall structure. 

The European regional a ircraft 
industry supplies virtually every 
regional airline need, from small 
10-seat twin turbo-prop airliners 
to 100-plus seat twin-jet aircraft. 

Despite the recession, there is 
no lack of innovation, and many 
of the companies involved are 
looking ahead with new ideas for 
product i m provements or entirely 
new aircraft models. 

Few people doubt that better 


times will eventually emerge. 
Estimates for world traffic growth 
through to the early years of the 
next century are encouraging - 
the international Air Transport 
Association foresees European air 
passenger traffic rising from the 
1990 level of 394m to 501m by 1995, 
653m by the year 2000, 821m by 
2005 and to just over lbn by 2010. 

Though much of that traffic will 
continue to be handled by the 
trunk-line carriers, especially on 
direct inter-city rentes, the 
prospects for regional operations 
are excellent For nndemeath the 
trunk-line routes is a vast network 
of complementary “commuter and 
feeder” operations linking 
hundreds of smaller towns and 
cities with each other as well as 
with the major “bob” airports in 
capital cities. 

Snch operations are essentially 
short-haul. The average sector 
distance in western Europe is close 
to 400 kilometres or about 250 
miles, bat many regional flights 
are for much shorter distances. 

They are performed mostly by 
small turbo-propeller powered 
airliners, which means that they 
are quieter, and therefore more 


environmentally and neighbour- 
hood friendly, capable of using 
smaller airfields as well as the 
big hub airports. The regionals 
thus provide a significant social 
as well as economic role in 
worldwide commercial aviation. 

As a result, regional airline 
traffic in western Europe has been 
rising faster than that of the main 
trunk airlines in recent months. 
The European Regional Airlines 
Association's members registered 
average growth in 1992 of 16 per 
cent over 1991. against about 5 
to 6 per cent for the major trunks. 

This trend seems likely to 
continue, as recovery from the 
recession strengthens, and the 
effects of the EC's “third aviation 
package” of liberalisation 
measures, including freedom of 
market entry and access to new 
routes, takes full effect (although 


unlimited “cabotage” - the ability 
to operate unfettered services in 
other countries - will not become 
effective until April 1 1997). 

However, like the larger airlines, 
the regional sector has its 
problems. These include shortage 
of “slots” (take-off times) at man y 
big airports, which makes the 
introduction of new routes and 
services more difficult, and 
congestion in the air, which leads 

to delays for all operators. 

Such constraints prevent the 
regionals from fulfilling their 
ambitions of expanding faster in 
the past, and thus also serve to 
curb their requirements for new 
aircraft. 

Nevertheless, though worldwide 
orders for twin turbo-prop air- 
liners. still the backbone of the 
world’s regional fleets, fell away 
sharply in 1992, it has been 


estimated that demand to the end 
of the decade will average 200 to 
250 aircraft a year, with the small 
twin-jets, such as the C anadatr 
50-plus seat Regional Jet and the 
new Fokker 70 of up to 79 seats, 
averaging about 50 a year. Through 
to 2010, the world market is 
estimated at several thousand 
aircraft, worth around SSObn- 

Most deliveries seem likely to 
go to the US and western Europe, 
where regional airline development 
is already extensive, but demand 
for regional aircraft elsewhere is 
also likely to be strong, especially 
in south-east Asia where overall 
traffic growth is likely to be faster 
than anywhere else. 

In all, worldwide from north 
America and western and eastern 
Europe to Brazil, China. Indonesia, 
Israel, Russia and Taiwan, there 
are more than 30 manufacturers 


of all sizes engaged in struggles 
for shares of this e x traordinarily 
large and diverse market. 

Clearly, not all of these types 
are Hkely to make money in the 
years ahead, despite the big 
demand that is expected to emerge. 
Rationalisation of the industry 
is inevitable, to reduce industrial 
overcapacity, and achieve higher 
production rates and better 
financial results. 

Tins has already begun. In north 
America, de Havilland of nanada 
has been acquired by Bombardier 
Group (which also includes Leaijet 
of the US, Canadair and Short 
Brothers of Belfast). In western 
Europe, Aerospatiale of France 
and Alenia of Italy led the way 
some time ago with their alliance 
through Avfons de Transport 
Regional. 

This has now been followed with 


both the British Aerospace alliance 
with Taiwan on regional jet 
manufacture, and that between 
Fokker of the Netherlands and 
Deutsche Aerospace of Germany, 
whereby Dasa took a 51 per cent 
stake in Fokker. 

Many see the Fokker move as 
a major step towards the inevitable 
restructuring of Europe's regional 
aircraft manufacturing industry. 
Since Dasa already includes 
Dormer, the Fokker deal gives the 
new group a significant stake in 
the market with a wide range of 
typesand potential for further 
developments - a new Fokker/ 

Dasa 139seater jet airliner is under 
discussion. 

Over recent months, virtually 
everybody has been talking to 
everybody else about collaboration 
in some form or another. It has 
even been suggested that there 
is scope in western Europe for 
setting up a new international 
consortium of the Airbus type, 
devoted exclusively to meeting 
the world’s regional aircraft 
requirements. 

It remains to be seen whether 
such a grandiose plan ever sees 
the light of day. 
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Airline executives won’t buy 
an aircraft from a company 
with a shorter life expectancy 
than the aircraft. 



It's the damdest thing. 

Airline execu- 
tives, who 
invest millions 
of dollars in 
aircraft, like to 


feel that your company’s 
going to be around for a 
while. And when the ques- 
tion comes up, we like to 
answer it by pointing to our 
new MD-90. This is the 
aircraft with the lowest 
noise and emission rating in 
its class. In the world. An 
aircraft built to 
meet 

and exceed environmental 
demands for years co come. 
And that means twenty- 
five years from now, this 
aircraft will still be a smart, 
tough, viable competitor. 
Just like its creator. 
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Environmental factors now loom large, reports Michael Donne 

Airport expansion takes off 
to cope with traffic growth 


NEARLY ALL airports are 
undergoing some form of mod- 
ernisation and expansion to 
enable them to cope with the 
anticipated growth in passen- 
ger and cargo traffic over the 
rest of this decade. 

The Gulf War in 1991 
severely depressed passenger 
traffic. The International Civil 
Aviation Organisation's statis- 
tics showed 1991 scheduled 
(domestic and international) 
passenger numbers down 3 per 
cent from 1.16bn in 1990 to 
l.lSbn. 

The subsequent recovery, 
albeit slowed by the recession, 
has been steady. In 1992, air- 
lines carried l.!7bn passengers. 

The ICAO scheduled passen- 
ger forecast is for average 
annual growth up to 2001 of 5 
per cent a year worldwide, 
with total passenger numbers 
reaching 1.8bn and freight 29m 
tonnes a year by that year. 

In Europe, that forecast 
means that the 1990s passenger 
total of 394m will reach 653m 
by the year 2000 and more than 
lbn by 2010, even allowing for 
competition from the Channel 
Tunnel which is doe to enter 
service in 1994. 

The tunnel may siphon off 
several million passengers a 
year from direct air services 
between the south-east of 
England and the near-conti- 
nent (Paris in particular). 

However, there will be less 
diversion from air to rail ser- 
vices the further Into western 
Europe or to the north and 
west UK that intra-European 
passengers wish to travel. 

Airport authorities are thus 
obliged to think now about 
how they will cope with that 
anticipated traffic growth. 
They know it can take many 
years for airport expansion 
projects to move from concep- 
tion to operational status. 

This is not only because 
such projects are among the 
biggest - and most expensive - 
individual civil engineering 
tasks, but also because increas- 
ingly their design and develop- 
ment are governed by environ- 
mental factors which did not 
affect airport developments in 
the early commercial aviation, 
era. 

In the UK, the average tune 
for an airport development to 
pass through all its planning, 
design, and construction 
phases is about 10 years. In 


some parts of Europe, it can 
take much longer - it took 30 
years of political, financial and 
environmental wrangling 
before the Franz-Joseph 
Strauss airport at Munich 
emerged last year. 

Overall, it Is estimated by 
the ICAO that between now 
and 2010, as much as S350bn 
will have to be spent world- 
wide on airport projects to 
meet traffic growth. 

That figure represents con- 
struction costs alone - termi- 
nal buildings, runways, 
aprons, and immediate direct 
access roads. It does not 
include fitting out for full oper- 
ational Status - radars, landing 
systems, furniture, internal 
decoration, and equipment 


The projected Terminal 
Five at Heathrow, 
London, is likely 
to cost 

BBOOm to £900m 


costs such as fire equipment 
and information systems. 

Nor does it include ancillary 
costs that may be required, 
such as external road and raid 
links or external urban infra- 
structure costs to cover such 
supplies as gas, water, electric- 
ity, and aircraft fuel. 

If these costs are included, 
the total world airport develop- 
ment bill for the nest 15 to 20 
years conld run closer to 
$400bn. 

The figure may seem hi gh 
but becomes more understand- 
able when one considers that 
tile projected Terminal Five at 
Heathrow, London, is likely to 
cost £800m to £900m. It will 
cater for up to 30m passengers 
a year, bringing Heathrow’s 
total to 80m passengers a year). 
The first phase of the new Ter- 
minal Two at Manchester, 
which opened earlier this year, 
has cost £265m. It wifi raise 
capacity from 12m to 18m pas- 
sengers - a second phase will 
lift it to about 24m. 

A new terminal and associ- 
ated facilities at Frankfurt is 
costing about £588m 
(DMlfibn). Schiphol is well 
down the road on a 82.2m 
(FI 3-5bn) expansion pro- 
gramme including a big new 
passenger terminal. 


Kansai Airport on reclaimed 
land in Osaka Bay, Japan, has 
cost more than £500m and 
Chek Lap Kok off Lantau 
Island, to replace Hong Kong’s 
saturated Kai Tak, is likely to 
have cost even more when 
completed by 1997 with further 
outlays required for road links 
with the mainland. 

The latter developments - 
for offshore airports - illus- 
trate what may become a trend 
in the light of increasing pres- 
sures on land and environmen- 
tal constraints on noise and 
pollutant emissions, especially 
in congested areas, such as 
western Europe and south-east 
Asia. 

Only a few places in Europe 
have room for new runways. 
Paris Charles de Gaulle 
already has two and is destined 
to have a third by 1997, with 
additional terminals now avail- 
able and more planned, to 
enable the airport to handle 
80m passengers a year by the 
end of this decade. 

Space is available for 
another two runways on the 
Roissy site. Collectively, this 
makes Paris tbe biggest Euro- 
pean rival to Heathrow for 
international air passenger and 
cargo traffic. 

Elsewhere in Europe, lack of 
space dictates that the expan- 
sion of facilities in anticipation 
of traffic growth is largely 
being met by extensions to ter- 
minals or the construction of 
new ones within existing air- 
port boundaries. 

BAA, the former British Air- 
ports Authority, is planning 
Terminal Five at Heathrow to 
fight competition from nearby 
continental airports such as 
Paris, Amsterdam and Prank- 
nut, and thus preserve Lon- 
dons preeminent position in 
European commercial aviation. 

The additional capacity will 
be achieved without additional 
runways. This will mean 
greater use of existing a ad new 
wide-bodied aircraft and possi- 
bly, within the next few years 
600-seat aircraft. 

The increase is within the 
current runway capacity at 
Heathrow, with no growth 
anticipated in night Digits or 
the maximu m hourly rate of 
movements. 

Many argue that this expan- 
sion at Heathrow is unaccept- 
able, and that consideration 
should be given to alternative 


solutions before any govern- 
ment decision on Terminal 
Five is taken in 1997 after a 
public planning inquiry which 
is expected to start later this 
year. 

One alternative is the pri- 
vate-venture Marinair plan for 
an offshore two-runway airport 
on an artificial island in shal- 
low water in the Thames Estu- 
ary near Sheerness, with pas- 
sengers being conveyed by 
high-speed rail link from a 
main terminal at Tilbury on 
the north side of the Thames. 

Marinair. although imag ing, 
tive, is not without precedent - 
the UK planned an offshore air- 
port at Maplin off Essex in tbe 
early 1970s, but abandoned it 
at the time of the first oil crisis 


One alternative is an 
offshore two-runway 
airport in the 
Thames Estuary 
near Sheemess 


to 1974. The Marinair plan has 
been submitted to the govern- 
ment’s special airports study 
group, Rucatse - Runway 
Capacity in the South-East 
The project has begun to win 
enuUenUe support, espe- 
cially from environmental 
groups around Heathrow, and 
much is likely to be heard 
about it at the planning 
inquiry. Even so, its promoters 
^ ^ have to work 
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THE HEADS of Britain’s 
aerospace industry have been 
filing in to a trade and 
industry committee in the 
House of Commons during the 
past few months. Their 
message has been invariably 
the same. 

They warned that unless the 
government started digging 
deep into its pocket to provide 
the industry with more 
research and development 
hinds, the UK risked losing its 
pre-eminent position as a 
world aerospace leader. 

The industry, with an overall 
turnover of Ellbn last year, 
accounted for about 4 per cent 
of UK manufacturing output 
and about &5 per cent of UK 
manufacturing employment 
With exports of £7.7bn last 
year, it accounted for 9 per 
cent of all UK exports of 
manufactured goods and 
contributed about £2£bn to the 
country’s balance of trade in 
1992. 

An annual average growth of 
12.6 per cent over the last 
decade means it has also 
outperformed the rest of UK 
manufacturing industry in 
terms of productivity, accor- 
ding to the Department of 
Trade and Industry. 

But during the past three 


Paul Betts on the message to government from industry 

Calls for support still unheeded 


years of deep recession in the 
civil aerospace sector, 
compounded by the decline in 
government defence spending, 
the industry has faced pres- 
sures that are altering its 
shape and putting at risk its 
long-term prospects. 

Employment has fallen from 
194400 people in 1989 to 146,000 
at the mid of last year, it is still 

Its productivity has out- 
performed the rest of 
manufacturing industry 


falling as aerospace and 
defence companies continue to 
announce new restructurings 
and job cuts. 

Rationalisation has also led 
to greater consolidation in the 
industry and the search for 
International partnerships and 
mergers. 

British Aerospace, the coun- 
try's biggest company in this 
sector, has forged an alliance 


with Taiwan Aerospace for its 
loss making regional jet 
activities, resulting in the 
closure of its historic plant at 
Hatfield outside London. 

It Is in advanced discussions 
to merge its guided weapons 
business with the French 
Matra group and Is looking for 
international partners for its 
turbopropeller commuter 
aircraft business based in 
Scotland. 

Rolls-Royce, the engine 
manufacturer, is also talking 
with Taiwan over the possib- 
ility of Taiwanese investment 
in the family of regional 
aircraft engines it is devel- 
oping with BMW of Germany. 
Like BAe, it is rationalising its 
sites, closing its helicopter 
engine plant at Leavesden in 
Hertfordshire and an aero- 
engine component facility at 
Parkside, Coventry. 

In the aerospace component 
sector. Dowty has been taken 
over by TT group and Lucas 
has been regularly cited as 


vulnerable to a takeover. 
Shorts of Northern Ireland, the 
country's oldest aircraft 
manufacturer, has been 
absorbed by Bombardier of 
Canada and has reached 
partnership agreements with 
Thomson CSF of France in the 
short range missiles business 
and with another French 
company, Hurel-Dubois, in the 
field of engine nacelles. t 

But the industry warns that 
it requires government support 
to develop a coherent strategy 
for the future. “Unless the UK 
develops such a coherent 
strategy, our aerospace 
industry will fall behind," says 
Mr Roy McNulty, the president 
of Shorts who will also become 
this month president of the 
Society of British Aerospace 
Companies, the industry’s 
trade association. 

In 1992, for the second 
consecutive year, the UK 
aerospace industry was behind 
France in the world league. In 
terms of turnover, it is now In 


third place after the US in first 
and France in second. 

With the exception of 
Belgium, the industry has also 
been growing more slowly that 
the aerospace sector of other 
European Community 
countries. EC statistics show 
the UK aerospace sector grew 
by 1.5 per cent from 1980 to 
1991, while its French 


Britain has been 
outmanoeuvred, says 
Lord Weinstock 


counterpart grew by 4 per cent, 
Italy by 42 per cent, Germany 
by 8 per cent, Spain by 7-3 per 
rent a n d the Netherlands by 
102 per cent 

“The industry has not 
benefited from the hands-off 
approach of the UK. We've 
simply not been spending 
enough and we've not been 
getting the same amount 
of support as other countries," 


Mr McNulty says. 

In common with other indus- 
try leaders, he believes the 
government should Increase its 
support for aerospace research 
and development from the 
current level of about £25m to 
about £100m a year. 

“The government is 
spending more money on 
astronomy than on aerospace 
R&D; they should be 
supporting aerospace much 
more since it is one of the few 
manufacturing success stories 
of this country instead of 
looking at the stars in the 
sky” he says. 

Lord Weinstock, managing 
director of GEC, told the par- 
liamentary committee that 
Britain had been outman- 
oeuvred by foreign govern- 
ments in the amxspace busi- 
ness because of its 
unwillingness to collaborate 
with industry. He urged gov- 
ernment to intervene to help 
UK aerospace avoid “continu- 
ing industrial decline". 
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In recent months, the dia- 
logue between government and 
industry has improved signifi- 
cantly. The government has 
continued to give its strong 
support For the European 
Fighter Programme (now 
renamed Eurofighter 2000) 
which is still clouded with 
uncertainty. But Eurofighter 
apart, the industry believes the 
government must contribute 
more to ensure the UK remains 
at the leading edge of new 
aerospace technological devel- 
opments. 

The SBAC has emphasised 
that aerospace companies will 


need to invest heavily in new a. 
technologies at a time when ■■ 
product development costs ate 
growing by between 5 and io 
per cent a year above inflation. 
However, companies are find, 
ing it increasingly difficult to 
sustain high rates of invest- 
ment because the return on 
their sales continues to be 
squeezed by recession, the 
slump in the civil aircraft mar- . 
ket and declining defence 
spending. 

With the trend towards a 
global aerospace industry, the 
challenge for the UK will be to 
play a leading role in the inter 
national partnerships being 
forged. But UK companies wffl 
also have to be in a position to 
bring to the table their own 
contribution to future aero- -• 
space technology and innova- 
tion. 

As the Royal Aeronautical 

Society recently put it in its 
submission to the parliamen- 
tary committee investigating 
the state of the British aero- 
space industry: “The govern- 
ment's aerospace policy prior- 
ity should be the explicit 
recognition of aerospace as a 
key industry. This has been 
one of the first initiatives of 
the Clinton administration in 
the US." 


I kid 


THE outlook for any 
second-generation supersonic 
transport aircraft to replace 
the Concorde in the first 
decade of the next century - 
say, aroand 2005, by which 
time Concorde will have been 
in service for dose to 30 years 
- is still one of the great 
uncertainties in the world 
aerospace industry. 

Many people in the manufac- 
turing industry are convinced 
that such a venture is techno- 
logically feasible, and that a 
market will emerge for it. 
Governments for the most part 
remain cautions, and the 
airlines, ravaged by the 
recession of the past 2 Vi years, 
which has cost them billions 
of dollars, are at present in no 
mood to offer enthusiastic 
encouragement to such a 
venture. 

Even those that are broadly 
in favonr, such as British 
Airways and Air France (the 
only two airlines now offering 
supersonic services with 
Concorde), say that any 
successor must not only be 
profitable to buy and fly from 
the start, but also environ- 
mentally acceptable in terms 
of noise and emissions In the 


upper atmosphere. 

To achieve these objectives, 
wide-ranging studies are being 
undertaken by the world's 
main aerospace manufactur- 
ers, including Aerospatiale of 
Fiance, Alenin of Italy, British 
Aerospace and Deutsche Aero- 
space of western Europe, Boe- 
ing and McDonnell Douglas of 
the IIS, Tupolev of Russia and 
the Japanese aircraft industry, 
together with leading engine 
builders General Electric and 
Pratt & Whitney of the US and 
RollsBoyce of the UK. 

These companies work 
together in a loosely-knit 
group, exchanging ideas, with 
each still possessing a signifi- 
cant level of independence. 
There is as yet no commitment 
by anyone to build anything. 
The notion of an eventual sec- 
ond-generation SOT, however, 
is expected to gain something 
of a boost by President Clin- 
ton's insistence that the US 
government-owned National 
Aeronautics and Space Admin- 
istration must focus more 
attention and money on aero- 
nautics than on space affairs. 

Such a major policy change 
by Nasa seems likely not only 
to stimulate interest in second- 


Michael Donne on plans for a second generation supersonic airliner 

Cost rules out competition 


generation SOTs, but also in 
such other new aircraft types 
as a subsonic 600-plus seater. 
The US president’s plans for a 
co mmiss ion to study ways of 
boosting the ailing US airline 
industry may also give some 
impetus to a second-genera- 
tion SOT programme. 

But all that appears to be 
emerging from the research so 
far is that an aircraft seating 
about 300 passengers, with a 
range of 5,600 to 6,000 nauti- 
cal miles and a speed of a little 
more than twice that of sound, 
or 1400 mph, hut with consid- 
erably quieter and cleaner 
engines, might well be a feasi- 
ble proposition for service 
from about 2005 onwards. 

This is a still a long way 
from any kind of coherent and 
practicable design, develop- 
ment, production and market- 
ing plan. 

In the technological field, 
much more work has to be 


done to refining overall aero- 
dynamic and structural 
design, in determining what 
new lightweight materials 
could and should be used - 
and in such areas as improved 
fuel consumption, reduced 
engine noise and less pollutant 
emissions. 


seem likely to become even 
more severe, perhaps leading 
to a toughening of regulations 
on noise and emissions in com- 
mercial aviation by the early 
years of the next century. 

Other areas which have to 
be addressed are those of cost 
and the detailed design, devel- 


There is as yet no commitment by anyone to build 
anything. But President Clinton’s insistence that Nasa 
must focus more attention on aeronautics is a boost 


Of all these aspects, the lat- 
ter two are among the most 
important. Even if all the 
other technological difficulties 
are solved, no second-genera- 
tion SST will get off the 
ground if its engine noise and 
overall emissions levels, espe- 
cially of nitrogen oxide (NOx), 
to the upper atmosphere are 
unacceptable. 

This will be especially so 
since environmental pressures 


opment and production 
arrangements. 

Concorde’s development and 
production cost of aroand 
£1.9bn in 1975 monetary terms 
Is roughly equivalent to more 
than £7bn in today’s prices. 

Even allowing for improve- 
ments in production tech- 
niques, such as computer- 
aided design and manufactur- 
ing technology, and the exten- 
sive use of cost and weight- 


saving materials, a big second- 
generation SOT is unlikely to 
cost less than £10bn for 
design, development and ini- 
tial production. 

At that price, there is 
nnlikely to be a market for 
two competing designs, if the 
currently loose consortium 
were to divide into two com- 
peting camps (perhaps with 
the US pitted against the rest), 
even If market forecasts of 
upwards of 300-plus such air- 
craft are considered realistic. 
Competing designs wonld 
inevitably result In a bitter 
SST war, with aD that means 
for soaring costs, market frag- 
mentation, and uncertain and 
even unprofitable returns. 

A more sensible scenario - 
already finding support in 
some of the companies 
Involved - would be for the 
consortium to become much 
tighter, with an eventual 
agreement on a global co-oper- 


ative venture, involving one 
common concept acceptable to 
all and with each sharing in 
the design, development and 
production programme, and in 
the costs. 

Provided the industrial part- 
ners could put together a con- 
vincing case for such a ven- 
ture, supported by detailed 
market studies as to sales 
prospects, it is probable that 
any funds the partners them- 
selves could subscribe would 
be supplemented by cash from 
the external financial commu- 
nity. 

Two other factors must also 
be taken into account. The 
first is how rapidly and how 
strongly the airline industry 
can recover from the current 
recession, recoup its losses 
and return to profits in the era 
of renewed traffic growth 
which lies ahead, thereby 
enabling it to embark upon 
procurement of ambitious new 
types of aircraft. 

The second is how well the 
external financial community 
can recover its own shaken 
confidence in commercial avia- 
tion as a long-term money- 
spinner, sufficiently not only 
to meet the airlines’ needs for 


cash to finance their recovery 
and renewed growth, but also 
to help the development of 
such a speculative high -tech- 
nology venture as a second- 
generation SOT. 

Alternatively, governments 
could become directly involved 
financially, but past experi- 
ence indicates there are many 
pitfalls in such an approach. 

The best solution would be 
for everyone - aerospace 
industry, airlines, govern- 
ments and financial institu- 
tions worldwide - to become 
involved in a partnership to 
develop and market one design 
that all could use. 

Snch a solution would be 
unprecedented in world com- 
mercial aviation, and would 
perhaps be difficult to achieve. 

Bat it may yet prove to be the 
only sensible and commer- 
cially viable way of ensuring 
that any second generation 
SST emerges early in the next 
century. 

Solving the technological 
and environmental problems 
may indeed be easier than the 
problems of sorting oat the 
ultimate industrial and finan- 
cial arrangements for such a ] 
major venture. 


THE WORLD'S biggest aircraft 
leasing company recently 
averted examination, the Irish 
equivalent to administration, 
by pulling off a last-minute 
deal, subject to certain 
conditions, with GE Capital, 
the financial services arm of 
General Electric of the US. 

If GPA Group’s 138 banks 
agree to restructure the 
group's $52bn of debts, the 
agreement with GE will close 
in the next few months. GE 
has agreed to buy 45 of CPA's 
aircraft worth $I-35bn, giving It 
breathing room at least until 
the end of March 1994, and has 
an option to take a nrlnmmm 
of 65 per cent of the equity for 
less than SSOQm. 

GE will pay for its 
cxra trolling stake only when it 
exercises its option, which 
could be as late as March 1997. 
For a company that was once 
capitalised at more than $3bn, 
GPA's foil from grace has been 
spectacular. 

The downturn In the world 
economy, in the world airline 
industry, in demand for 
aircraft, and perhaps most 
important of all, in the supply 
of equity for aircraft finance, 
led to GPA's problems. 


Roland Rudd on a crisis in aircraft leasing ■ 

GPA’s fall from grace 


Mr Craig Jenks, head of 
Airline/Aircraft Projects 
consultancy in New York, 
believes the Teduced 
availability of long-term, low 
cost funding which adversely 
affected GPA was result of 
straightforward, legitimate 
credit concerns. 

“The .definition of a 
creditworthy airline is 
increasingly murky. A year 
ago, credit was assumed to 
vary directly with size, with 
the big carriers seen as the top 
credits. This is no Longer the 
case." 

Yet GPA has a big rival in 
the aircraft leasing business, 
namely the International Lease 
Finance Corporation, the 
Beverly Hills subsidiary of AIG 
insurance group, whose 
revenues have Increased by 
more than 112 per cent since 
1989, from 8334m to $73lm at 
the end of 1992. 

This contrasts with GPA’s 


results, recently filed with the 
US Securities Exchange 
Commission. 

For the end of March 1993 
GPA lost $128.lm of revenue, 
more than 11 per cent of its 
total lease revenue compared 
with $71m the previous year 
and just $4.8m in 1989. The 
group was forced to repossess 

ILFC/ttie company’s big 
rival, has increased 
revenues by more than 
112 per cent since 1989 

26 aircraft; a further 27 aircraft 
remained on the ground while 
other repossession costs and 
bad debts written off Increased 
the total amount of lost 
revenue. GPA's aircraft sales 
fell from $l2bn to 8746m. 

The only bright spot has 
been, the core leasing business, 
which under Mr Phil Bolger 


increased revenues from 9435m 
to J528m. However, after 
restructuring costs that are 
expected to run into hundreds 
of millions of dollars, the group 
will make a significant loss for 
the year end to March 1993. 

There are three main reasons 
why GPA has recently 
performed so poorly compared 
with ILFC. 

• GPA’s bulk-purchasing of 
aircraft, directly from the 
manufacturers, worked well 
during the worldwide aircraft 
shortage that developed in the 
late 1980s. In the recession of 
the early 1980s airlines were 
financially stretched, to the US 
their problems were 
compounded by deregulation. 

As the aircraft 
manufacturers found their 
order flow falling, GPA and 
other companies in the 
operating lease business 
offered cheap aircraft. Airlines 
were also pleased with new 
sources of off-balance sheet 

finnnfifi - 

However, GPA's success in 
this area promoted a further 
explosion of $l7bn worth of 
options and firm orders in 1989. 
Two years later It was taking 
delivery of 10 per cent of all 
new aircraft as the industry 
went into one of its worst ever 
recessions. 

• The group misjudged the 
potential in eastern Europe. At 
the beginning of 1990 it 
allocated $2bn of aircraft to 
east Europe for the coming 
decade. Mr Jenks says: This 
was a massive overestimate of 


ex-Comecon ability to pay 
dollar rentals.” 

• As the market turned 
against GPA, It suffered a sig- 
nificant deterioration in the 
credit quality of its lessees. 
Some defaulted, such as VASP, 
the Brazilian airline, forcing 
GPA to repossess aircraft; oth- 
ers rescheduled lease rentals, 
and American West Airlines 
filed for protection from its 
creditors under Chapter 11 of 
the US bankruptcy code. 

Faced with $l2bn of Firm 
orders from aircraft manufac- 
turers to the end of decade and 
more than $5 bn of total debts, 
the company decided at the 
beginning of 1992 to raise 
equity via a global flotation. 
But it was pulled because of 
the lack of demand. The fete of 
GPA was determined largely 
by its inability to raise that 
equity, which it has tried to do 
on many occasions over the 
past year. 

If the banks agree to the 
restructuring the group’s bond- 
holders receive $762m in prin- 
cipal payments and 8220m in 
interests. Mr Jack Hersch, 
research director at MJ Whit- 
man, which specialises in sell- 
ing bank debt, believes those 
payments are unrecoverable 
from future operations. He rec- 
ommends that investors avoid 
the bank debt at current prices 
of 75 cents in the dollar and 
only purchase it as 66 cents or 
less. 

Most of the GPA’s lenders 
are relieved that the end of the 
group's difficulties is at long 
last in sight But the pessi- 
mists, such as MJ Whitman, 
believe the GE deal is only a 
temporary fix to GPA's prob- 
lems and that only examina- 
tion offers GPA the chance to 
restructure on a long-term 
basis. 


CANADA 


Helicopter deal at risk 


THE AEROSPACE industry 
has more than a passing inter- 
est in the campaign leading up 
to Canada’s general election 
later thus year. 

One of the hottest political 
issues in recent months has 
been a CS5J3bn order signed by 
the Progressive Conservative 
government for 50 European- 
designed EH-101 helicopters. 

Mr Fred Sutherland, 
president of the Aerospace 
Industries Association of 
Canada, says that as many as 
400 Canadian companies, led 
by Montreal-based Paramax, 
stand to benefit from the 
contract They would also gain 
valuable export work for 
future EH-101 sales to other 
countries. 

The helicopters are required 
for search-and -rescue and anti- 
submarine work. But by com- 
mon consent they are among 
the most costly of their type on 
the mar kets 

Coming at a time when the 
squeeze is on many other areas 
of public spending, the con- 
tract has given the govern- 
ment's political opponents an 
irresistible opening. The issue 
has been blown up even fur- 
ther by the coincidence that 
the defence minister, Ms Kim 
Campbell, is both the frontrun- 
ner to succeed Mr Brian Mulro- 
ney as prime minister and is in 
charge of the department 
which ordered the helicopters. 

The opposition Liberal party 
has promised it would try to 
cancel the contract if it wins at 
the polls. Few would be sur- 
prised if the Conservatives 


scaled back the order even 
before the election. 

Any cut, however, would be 
a further setback to companies 
which are already being forced 
to retrench as orders shrivel 
for both military and civilian 
aerospace equipment. 

Canada’s aerospace industry 
is the world's sixth biggest. It 
has been bit by many of the 
same blows inflicted on its 
counterparts elsewhere - the 
recession, cuts in military 
spending and the deep slump 
in the civilian aircraft market 
In a trend typical of the 
industry, Canadian Marconi, 
which is 52 per cent owned by 
the UK's GEC, has chopped its 
workforce by a third over the 
past three years. Marconi relies 
on military orders - the balk 
of them from the US - for 
three-quarters of its work. Like 
other companies, it Is diversify- 
ing in an attempt to lower its 
reliance on defence orders. It 
has already bought a stable of 
global positioning products, 
and is on the look-out for other 
acquisitions of products, tech- 
nology or companies. 

Bombardier, by far Canada's 
biggest aerospace company, 
has been able to soften the 
blow somewhat by rationalis- 
ing the activities of the busi- 
nesses it has bought over the 
past few years in north Amer- 
ica and Europe. 

For instance, the Canadair 
Regional Jet division, based to 
Montreal, has pooled its mar- 
keting and customer support 
resources with de Havilland, 
the commuter aircraft maker 


in which Bombardier bought a 
majority stake last year. De 
Havilland 's plant in Toronto 
has been assigned paintwork 
and interior fitting for the RJ. 

It is also supplying wings for 
the latest model of the Leaijet, 
Bombardier's US subsidiary. 

Yet another Bombardier com- 
pany, Short Brothers of Bel- 
fast, Northern Ireland, is 
designing the Leaijet 43 fuse- 
lage. • i *i 

Still, intense competition in 
the commuter market has 
taken its toll on Bombardier. 

De Havilland is closing its 
assembly line for two months 
this summer. The RJ produc- 
tion line, currently producing 
two aircraft a month, will 
reach full capacity of four a 
month, at least a year later 
than planned. 

With the airframe market so 
crowded, Mr Sutherland pre- 
dicts that the brightest spots in 
Canada's aerospace industry 
will be companies able to find - j 
a specialised comer of the mar- V 
ket 

Those which have already 
sprung to prominence include 
CAE Industries, a world leader 
in manufacturing sophisticated 
flight simulators; Spar Aero- 
space, the satellite communica- 
tions company whose best- 
known product is the “arm" 
attached to US space shuttles; 
and Vancouver-based MacDon- 
ald Dettwiler, which speci- 
alises in sate Ulte-based data 
collection, also known as 
remote sensing. 


Bernard Simon 
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A company that only manufactures 

regional jets. 



AVRO 


International Aerospace 


See us at the Paris Air Show. 


A DIVISION OF BRITISH’AEROSPACE REGIONAL AIRCRAFT LTD. 
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FRANCE 


Vista of freedom 


THE BALLADUR government 
has opened a new vista for 
France’s aerospace industry by 
including Aerospatiale, the 
country’s leading aircraft and 
missile maker, and Snecma, 
the aero-engine manufacturer, 
as well as Thomson, the elec- 
tronics group, in its list of 
state companies to be sold off. 

Pressing though the govern- 
ment's need is for cash, the 
aerospace industry is most 
unlikely to field the first can- 
didates for privatisation. The 
losses of Aerospatiale and 
Snecma deepened last year, 
while Thomson's group profits 
were sharply down. 

But the privatisation legisla- 
tion carries no time limit, and 
once it is passed, the govern- 
ment says, the companies con- 
cerned will have more freedom 
to forge new industrial part- 
nerships even before they 
reach the stock market 

There is, of course, no ques- 
tion of these aerospace compa- 
nies swimming right out of the 
orbit of the French state, 
which will retain an effective 
farm of control through the 
defence budget and “launch 
aid" for civil aircraft The gov- 
ernment has not specified in 
which companies it will take 
"a golden share" allowing it to 
block takeover bids, but it is 
more than likely that this 
mechanism will be used in the 
aerospace/defence sectors. 

Farad In 1992 with its first 
contraction of business in 30 
years, aerospace companies 
have already been trying to 
strike new alliances both 
Inside and outside France as a 
way of stemming money and 
job losses. 

Aerospatiale’s joint Euro- 
copter company venture with 


Deutsche Aerospace (Dasa) got 
off to a bad start last year, 
with sates falling 12 per cent 
and 500 employees being laid 
off. But it has been talking 
about rationalisation in mis- 
sile-making to both Matra and 
Thomson, though the latter 
has decided to link forces with 
Shorts, the Canadian-owned 
Belfast firm, in making very 
short range ground to air mis- 
siles. 

The previous Socialist gov- 
ernment has brought Dassault, 
France's military and business 
jet maker, into closer partner- 
ship, particularly in R&D, 
with Aerospatiale. But the two 
companies’ product range 
remains very different For the 
long term, Dassault has 
started talking to British 
Aerospace aboat a joint suc- 
cessor aircraft to the Rafale 
and the European Fighter Air- 
craft which the two companies 
are building separately. In 
parallel, Snecma, which has 
made the Rafale engine by 
itself, is discussing co-opera- 
tion with Rolls-Royce, a diver- 
sification from the French 
company's long-time partner- 
ship with General Electric of 
the US on civil engines. 

All this strategic manoeu- 
vring is taking place in a busi- 
ness trough which Mr Henri 
Martre, former head of Aeros- 
patiale and current president 
of Gifas, the French aerospace 
association, does not believe 
will end before 1995. Gifas 
reported that total turnover 
last year fell by 1.5 per cent to 
FFri01.4bn, while employment 
in the industry dropped again 
- despite substantial short- 
time working - to 111,600. 

The 1.8 per cent decline in 
civil sales was sharper and 


less expected than the smaller 
1.2 per cent drop in military 
sales, which shows signs of 
bottoming out. The general 
problems of the airline indus- 
try, and the particular plight 
of Air France which lost some 
FFr3J2bn last year, were the 
root cause. Aerospatiale and 
its three Airbus partners kept 
their second place (31 per cent) 
in the world market for airlin- 
ers of more titan 100 seats. But 
tite pleasure of seeing Airbus 
orders rise from 101 in 1991 to 
136 in 1992 was alloyed by the 
fact that last year also saw 
previous orders for 95 Airbus 
cancelled. The Fran co-Italian 
ATR consortium making 
regional haul aircraft also had 
a disappointing year, while 
Dassault's civil business is 
essentially marking time until 
its Falcon 2000 range comes on 
stream. 

France's aerospace industry 
knows it can expect little joy 
from the French defence min- 
istry, whose equipment budget 
has declined by 8 per rant over 
the past two years and is 
likely to bear the brunt of fur- 
ther austerity cuts by the Bal- 
ladur government. But mili- 
tary exports bounced back last 
year with a 4 per cent rise, 
while orders increased by 21 
per cent, compensating for the 
30 per cent decline in 1991. 
This was mainly thanks to a 
large order from Taiwan for 60 
Mirages 2000-5S and some 
1,500 missiles. A number of 
avionics and electronics firms 
will feel the benefit of tins 
order, but most will go to Das- 
sault and Matra, makers of the 
Mirages and most of the mis- 
siles concerned. 

David Buchan 


THE US 


Merger wave to continue 


THE US aerospace industry is 
in the throes of a wrenching 
contraction as it struggles with 
the twin problems of a down- 
turn in the civil aviation busi- 
ness and a shrinking US mili- 
tary budget . 

The result has been tens of 
thousands of job losses across 
the sector and, on the military 
side of the industry, a merger 
wave which still has a consid- 
erable way to run. 

The civil aerospace business 
should eventually recover, as 
the US and world economies 
shrug off their current weak- 
ness, but the end of the Cold 
War means the military con- 
tractors face a long, one-way 
decline in demand. 

US government spending on 
all types of military supplies is 
estimated to have dropped 
from a peak of S2Q6bn in 1987 
to $16lbn last year and ana- 
lysts expect it to fall to around 
$l30bn by 1997. 

In previous US downturns, 
contractors have been able to 
ameliorate their difficulties by 
building up overseas sales, but 
the growth potential tor from 
matches the scale of domestic 
cutbacks. 

North American companies 
divide equally on whether mili- 
tary exports will increase or 
decrease over the next four 
years, according to a new sur- 
vey. conducted by consultants 
Ernst & Young, of global 
defence industry attitudes 
towards the challenges facing 
the sector. 

This backdrop poses tricky 
strategic decisions for military 
contractors, who are being 
pushed by market forces either 
to acquire their rivals, and 
thus gain a leading position in 
a particular sub-sector of the 


market, or to sell out to compa- 
nies which can achieve this 
critical mass. Those which 
delay too tong risk being left 
out in the cold, toeing a grad- 
ual slide to insignificance. 

An article late last year in 
the Harvard Business Review 
by Mr Jerrold Lundquist, of 
management consultants 
McKinsey, argued that “today 
a dozen defence companies 
compete in six or more market 
segments. Tomorrow they will 
compete in two or three. 

“Several large companies 
and scores of small ones will 
fold altogether. In 1992 there 
are 13 companies in the space 
segment and 16 vfe for a slice 
of the avionics pie. By 1997 
there will be only five or six in 
each group.” 

The Ernst & Young study 
found almost all North Ameri- 
can companies expect signifi- 
cantly more consolidation, 
with some 60 per cent expect- 
ing a large number of subcon- 
tractors to leave the defence 
business. 

The industry’s most aggres- 
sive deal-maker so tor has been 
General Dynamics, until 
recently the second largest 
defence contractor, which has 
just sold its tactical military 
aircraft business to Lockheed 

for Sl-525bn. 

The main product of the 
General Dynamics division is 
the F-16 fighter, output of 
which is now well past its 
19S0s peak, but it and Lock- 
heed were already partners 
(along with Boeing) in the 
development of the F-22. a new 
generation of radar-dodging 
fighters. 

The Lockheed deal was only 
the latest in a series of dispos- 
als by General Dynamics 


You're looking at the fastest business 
jet in the world. At 594 mph, it will 
run the mile in a sizzling 6.06 
seconds. And fly London-to-Riyadh 
in under six hours 
Its the new Citation X 
And it's coming fast. 

The first aircraft is being assembled 
right now. first flight is scheduled 
for this fell And companies continue 
to line up for deliveries which will 
begin in 1995. 

The enthusiasm is justified 
The Citation X will cruise up to 


Think fast. 

3,800 miles nonstop - in less time and 
on less fuel than any other business jet 
The intercontinental Citation X 
cabin is also in a class by itself. Its 
elegantly appointed and abundantly 
spadous, with room to stretch out . 
or to walk along the full-length aisle 
The Citation X is not a midsize jet 
In spaciousness, in performance^ and 
in technology, it goes far beyond 
anything in the midsize category. ' 

Far, .far beyond 

The Citation X opens an entirely 
new category of business aircraft - 


offering the sophistication, perform- 
ance and comfort of much larger 
jets - at less than half the price. 

For more details on this remark- 
able new aircraft, contact Barrie 
Sampson, Cessna Aircraft Company* 
Coworth Park House; Coworth Park, 
Ascot, Berkshire SL5 7SF. TeL: 

0344 8 73 22Z Fax: 0344 27275. 

’Iirctpoivtetl with IfaratedlUbifey in tbe state ofKan&s USA 

Citation X 

Cessna 

A Tehran Company 


which also included Cessna, 
the light aircraft manufacturer 
(sold to Textron) and its mis- 
siles operations (which went to 
Hughes Aircraft). 

Nevertheless, the latest deal 
took analysts by surprise 
because Mr William Anders, 
the General Dynamics chair- 
man. had repeatedly insisted 
that tactical military aircraft 
was a core business he wanted 
to hang on to. 

Yet he bad also complained 
that his efforts to buy busi- 
nesses bad been frustrated by 
the reluctance of rival contrac- 
tors to sell off sub-critical 

Military contractors are 
being pushed by market 
forces either to acquire 
their rivals or to seQ out 

operations. 

The largest single defence 
deal to date was struck last 
November, when Martin 
Marietta - a leading manufac- 
turer of space Launch vehicles, 
such as the Titan family of 
rockets, as well as military 
electronics, information 
systems and missiles - 
acquired General Electric’s 
aerospace business for S&QSbn. 

Tbe GE business supplies 
radar, sonar avionics and 
armaments systems, missiles 
system components and com- 
mercial satellites. The deal 
positioned Martin Marietta to 
become the leading US aero- 
space electronics supplier. 


However, buying a rival is 
only the first stage in building 
a successful business. The two 
sides have to be smoothly inte- 
grated. Martin Marietta, for 
example, recently formed six 
new sectors to align similar 
businesses and warned that it 
expected lay-offs as it contin- 
ued the consolidation prooess- 

McDonneli Douglas, the larg- 
est US defence contractor of 
ail , faces big problems in civil 
aircraft, where it has lost its 
position as the second-largest 
manufacturer in the world to 
Europe’s Airbus Industrie, and 
on the military side of its busi- 
ness. 

There is a large question 
mar k hang ing over the fete of 
the controversial C-17 trans- 
port it has been developing for 
toe Pentagon and which is way 
behind schedule and far over 
budget In a letter to the com- 
pany in early May, the Penta- 
gon warned that unless the 
company takes “immediate 
and aggressive action” to 
improve its management of the 
programme, the jet might be 
cancelled. Some congressmen 
would like to see the pro- 
gramme scaled back to only 
half the 120 aircraft originally 
envisaged at a cost of up to 
S40bn, while others would be 
happy to kill it 

Apart from the C-17 and a 
bitter dispute with the govern- 
ment over who should pay for 
the cancelled A-12 programme, 
McDonnell’s large military air- 
craft business, which includes 
toe P-15 and toe F/A-1S fight- 


era. is solidly profitable and 
last year won some important 
new contracts, including an | 
order from Saudi Arabia for 72 

F-I5s. . . 

However, the commercial 

business faces an extremely 
uncertain future- It is modestly 
profitable, after big cuts in its 
workforce, but it has not won 
any big new orders in almost 
two years and its product 

range - the narrow-bodied 

MD-SQ and the wideijodied 
MD-ii - is more limited than 
that of rivals Boeing and Air- 
bus. 

ft plans to build a new super- 
jumbo jet. the MD-12. but is so 
financially stretched it cannot 
afford to do so alone. Last year 
it tried to get partners among 
Asian nations to Invest equity 
in the commercial aircraft 0 
business in return for part of 
the MD-12 manufacturing 
operations. 

So far, these efforts have 
been unsuccessful and the proj- 
ect has been put on hold until 
conditions in the airline indus- 
try pick up. Yet without the 
MD-12, many analysts question 
its long-term ability to survive 
in the commercial business. 

Boeing is also suffering from 
the recession, which is forcing 
it to cut 28,000 jobs, or a fifth of 
its employees, between the 
start of this year and the mid- 
dle of next, while production 
on all its jetliners is being cut 0 
by an average of 35 per cent by 
mid-l£M. 

For all that, a battened-down 
Boeing, with a share of around 
60 per cent of the commercial 
aircraft market and a firm 
backlog worth around $S3bn. 
should be well placed to take 
advantage of toe next cyclical 
market upturn. 

Martin Dickson 


THE ASIA PACIFIC 


The engine heats up 


THE OFFICE of Mr Donald 
Schmidt acting director for the 
Asia Rscific of toe US Federal 
Aviation Administration looks 
oat over the runways of 
Changi airport in Singapore. 

“The growth of aviation in 
this part of toe world is mcred- 
, ible.” he says. “I've been here 
I since 1S68 and just by looking 
out toe window, watching the 
increase in flights, I can tell 
how fast aviation is moving in 
this region. It's like an engine 
heating up.” 

The statistics support Mr 
Schmidt. There has been 
double-digit growth in airline 
traffic across the Asia Pacific 
in each of the past 20 years. 

The International Air Trans- 
port Association forecasts that 
passenger numbers in the 
region will double between 
now and the year 2000. The 
region will then account for 
nearly 40 per cent of worldwide 
passenger traffic and by 2010 
that figure will be more than 
50 per cent. 

lata predicts that passenger 
traffic in south-east Asia will 
grow by more than 9 per cent 
in each of the next three years, 
compared to annual growth 
forecasts of 3.9 per cent in 
Europe and 5 per cent in North 
America. 

As passenger numbers have 
grown, so the whole focus of 
the aviation industry has 
shifted. By the year 2005 Boe- 
ing predicts that the Asia 
Pacific will surpass the US as 
the largest market for aircraft 
deliveries. 

Countries baying aircraft 
have been demanding more 
technology transfer and a 
greater share of aerospace 
manufacturing. The need for 
these “offset" arrangements 
means aircraft manufacturers 
are basing increasing amounts 
of their component manufac- 
turing in the region, both on 
the civil and military sides of 
the industry. 

But this is not the only fac- 
tor behind the growth of the 
Asia Pacific aerospace indus- 
try; in many cases, particularly 
related to aircraft mainte- 
nance, the Asia Pacific is a bet- 
ter financial proposition. Last 
year United Airlines of the US 
purchased seven 747 200s from 
Qantas, the Australian carrier. 


United had the aircraft modi- 
fied and serviced in Singapore 
rather than back in the US. 

“Singapore has the facilities, 
a very competitive cost struc- 
ture and a good reputation for 
doing the work on time.” says 
Mr Terry Waldo. United man- 
ager in Singapore. 

Some manufacturers have 
sought to form strategic alli- 
ances - such as the recent 
joint venture to manufacture 
regional jets announced 
between British Aerospace and 
the aerospace industry in 
Taiwan. Almost every country 
in the region has some form of 
aerospace industry: Airrod in 
Malaysia carries out worts on 
US military aircraft and a 


The Asia Pacific wifi 
overtake the US as the 
largest market for 
aircraft deliveries by the 
year 2005, says Boeing 


growing number of other main- 
tenance tasks. There is talk of 
possible technical collabora- 
tion between Malaysia and 
Mc Don nell Douglas. 

IPTN in Indonesia has, in a 
little over 10 years, reached a 
stage when it is now in the 
process of manufacturing Us 
own turboprop jet, the N250. 

Meanwhile Singapore has 
built itself up into a regional 
maintenance centre. The 
industry grew, from the mid- 
1970s. out of the repair and 
maintenance of military air- 
craft. The facilities provided by 
Changi airport, consistently 
voted as the world’s brat, have 
encouraged local and foreign 
aerospace enterprises to 
develop. 

Nearly 50 companies in Sing- 
apore carry out a wide variety 
of maintenance, from complete 
“nose jobs" on 747s to mainte- 
nance of some US air force 
fighter engines. 

While the bulk of Singa- 
pore's aerospace industry is 
concerned with repair and 
overhaul, various manufactur- 
ing processes are also being 
undertaken, from a Singapore- 
French- Chinese venture 


to 


design and manufacture a new 
light helicopter, to the building 
of cabin service carts. 

Dr Otis Chen is managing 
director of Turbine Overhaul 
Services, a joint venture 
between state-owned Singapore 
Technologies and United Tech- 
notogiesfPratt & Whitney. TOS 
employs 300 people repairing 
and upgrading aircraft jet 
engine turbine blades and 
vanes. 

“This industry is a truly 
global one.” says Dr Chen. 
“We’re like a garage, with com- 
ponents coming in from any- 
where in the world. It’s evolv- 
ing fast and you have to 
constantly upgrade to accom- 
modate new technologies. 

“At our end of the business 
we don’t feel the draught from 
the troubles of the airline 
industry. We’re working at full 
pitch and contemplating 
expanding. People are still dy- 
ing, engines still have to be 
overhauled.” 

Tax incentives to high tech 
industries make Singapore 
attractive. The government 
provides a wide range of 
back-up services. But even in a 
region which is experiencing 
flyaway growth, the aerospace 
industry is highly competitive. 

Singapore has to work hard 
to maintain its position against 
other fast-developing regional 
centres where labour costs are 
often considerably lower. 
There are problems of labour 
shortages and an insufficient 
supply of highly trained engi- 
neers. 

China, viewed as an poten- 
tial vast aerospace market, is a 
distance from Singapore. Sig- 
nificantly, Hong Kong Aircraft 
Engineering recently 
announced plans to move cer- 
tain heavy overhaul facilities 
to China, both to tap into a 
low-cost labour market and to 
develop its China business. 

‘“The aerospace industry in 
this region is on a very steep 
growth curve," says Mr 
Schmidt of the FAA. “If Asia 
Pacific governments can stan- 
dardise their aerospace regula- 
tions and co-ordinate their traf- 
fic control systems, it will keep 
on expanding. There is enor- 
mous potential out here." 


Kieran Cooke 
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■ CHINA 

Leapfrog in time 


AT A time when the airline industry in 
the west faces a slump and aircraft orders 
are down, China’s aviation market is 
booming and shows no signs of paging up. 

“Its industry is growing much more 
than the US aviation business in the 1960s 
and 1970s, when the maximum growth rate 
was 19 to 13 per cent annually ," says a 
western businessman. “China’s growth 
rate is more than double that of the US." 

China's passenger traffic volume rose 
more than 30 per cent last year over 1991, 
and it has averaged an annual 25 per emit 
increase since 1984. Domestic flights are 
consistently more than 80 per cent fUlL ■ 

Some business forecasts E stim ate that 
China will need to acquire 50 to 60 aircraft 

a year for the nest three years to begin to 
meet demand. In a period of tremendous 
economic reform, China is modernising 
and restructuring its aviation industry. At 
tiie same time, to cope with the tmmpny 
growth in passenger and cargo traffic, it is 
acquiring a wide variety of planes and 
equipment using an array of flnanp tng 
techniques, from leasing to barter to 
outright purchasing. 

Three of the country's state-owned air- 
lines have leased at least 16 Ilyushin 86s 


from the former Soviet republics. Under 
the terms of what is called a “wet lease" 
the foreign carrier supplies the aircraft! 
crews, flight attendants and technical sup- 
port staff. The Russians are also bartering 
or-selling Tupolev 154s. Though air- 
craft require mare frequent repairs and 
use more fuel, they are cheaper than their 
western counterparts. 

China has also recently purchased 12 
Airbuses from Germany, with options for 
13 more in a $lbn contract 

Boeing is a major player in the China 
market. It is expected to deliver a total of 
47 aircraft this year. The company signed 
an $800m order in the spring to sell 20 737s 
and one 757 to China. It is also negotiating 
to sell widebody 767 jets, which can cany 
260 passengers, to China Southwest, and 
an advanced new 777 plane that can seat 
390 people, which would go to Air China. 

China has acquired nearly 200 Boeings 
since Mr Richard Nixon flew in one to 
Beijing in 1973 to begin the process of 
Slno- American rapprochement 

Other foreign companies are also 
negotiating to manufacture aircraft in 
China, but western sources said these 
discussions are on hold as the Chinese 


industry undergoes a reorganisation. 

Saab-Scania has been talking with the 
Chinese about producing a turbo-prop 
commuter. Last year. Saab sold some 340s 
to China Southern. The French and Ital- 
ians have also been competing to offer a 
similar 50-seater model, called an ATR, to 
the Chinese. Fokker is believed to be pro- 
posing its version of the turbo-prop. 

Since April, the Ministry of Aerospace 
Industry has been dismembered. The aero- 
space functions are now handled by the 
China Aerospace Industrial Corporation, 
and the avtation and manufacturing arms 

are the responsibilities of the China Avia- 
tion Industrial Corporation. 

Although both corporations are still gov- 
ernment-owned. this change brings more 
decentralisation and a greater emphasis 
on responding to market demand. 

With this restructuring, it is still 


unclear how much clout the aviation cor- 
poration has and to what extent it is able 
to compel Chinese airlines to buy domesti- 
cally made jets. Many airlines prefer to 
purchase foreign aircraft believing they 
get a cheaper and better quality product 

At the same time the ministry has been 
dismantled, the Civil Aviation Administra- 
tion of China has also been broken up. 
CAAC now functions primarily as a regu- 
latory agency, much like the Federal Avia- 
tion Administration in the US. It no longer 
retains control of the airports, though it 
still keeps authority over some aircraft 
purchase decisions. 

In the face of the country’s rapid eco- 
nomic reform, the number of airlines has 
mushroomed. At last count China had 25 
to 30 airlines. They can be organised into 
three groups: 

□ The first category consists of six major 


state-owned regional carriers: Air China, 
China Eastern, China Northern, China 
Southern, China Southwestern, and China 
Northwestern. 

These airlines can float bonds and 
shares, sign joint ventures, and create sub- 
sidiaries, but still need central govern- 
ment approval for aircraft purchases. 

□ The second group includes specialised 
airlines, such as Yunnan Air, which CAAC 
controls directly. Despite provincial and 
local government pressure to ignore Bei- 
jing'S directives. CAAC retains authority 
over these airlines so as to allocate routes. 

□ The third category of carriers includes 
all of those owned by municipalities, prov- 
inces. and other shareholders. The largest 
of these airlines is Shanghai Air, which 
has three Boeings now and win have 13 of 
them by 2000. Xiamen Air in Fujian prov- 
ince is partially owned by China Southern, 
which is based in Canton. 

With the decentralisation of the industry 
and the economic boom, a host of new 
problems has arisen. 

Safely issues have often taken a back 
seat to expansion. China's safety record 
has been erratic. Last year, four publicly 
reported accidents claimed 276 lives. And 


in April this year, turbulence rocked a 
China Eastern flight to Los Angeles, kill- 
ing two people and injuring more than 150. 

China also feces a severe pitot shortage. 
Good pilots have left the major state air- 
lines for smaller, local ones and much 
higher pay. Many of the country's airports 
have antiquated ground facilities, few 
radar systems, or none at all. 

To improve its safety record. CAAC 
recently announced a crackdown. New air- 
lines cannot be created unless they meet 
minimum capital requirements, have qual- 
ified pilots and adequate ground control 
equipment. 

New regulations also prohibit pilots 
from flying overtime and from taking off 
or landing in bad weather. Safety inspec- 
tions and spot checks are being stepped 
up. CAAC has also banned unauthorised 
pilot and technical personnel recruitment 
from one airline to another in the country. 

"All of this will take time,” a western 
business executive says. “China is trying 
to leapfrog to the latest available technol- 
ogy without going through the steps west- 
ern countries have taken." 

Lynne Curry 





■ TAIWAN 

A kid on the block 


■ HONG KONG 

Plethora of airports 


AFTER two years of courting inter- 
national aerospace companies with a nawh 
pile in inverse proportion to its know- 
ledge, Taiwan Aerospace Company has 
finally arranged a deal which will give 
Taiwan an embryo civil aviation industry 
by the end of 1994, writes Simon Davies. 

But the company has a long way to go 
before it can prove that money can buy 
anything. Mr Tsai Fen-doe, a former legis- 
lator and engineer of Taiwan’s posh into 
aerospace, admits: “Taiwan cannot say 
that in 10 to 20 years it win be a major 
competitor in the world aerospace indus- 
try. We would be laughed at" 

Taiwan's vehicle industry provides an 
unfortunate precedent: it remains over- 
protected and uncompetitive. It has felled 
even to develop the capability for manu- 
facturing engines. TAC also derives from a 
government decision that it should evolve 
from its low-cost manufacturing roots. The 
view is that Taiwan should develop capital 
and technology-intensive industries. 

The aerospace posh is being made via a 
company only 29 per cent owned by the 
government, to give it a more independent 
and competitive edge. Local companies 
were persuaded to put up the rest of TAC’S 
T$L2bn (£30m) start-up capital 
. The group started with big ideas. As one 
aerospace expert claims: “They were sit 
ting on top of a pile of money. But they 
hadn't manufactured one single part of a 
plane and they were under a lot of pres- 
sure to find a deal." 

The first stop was McDonnell Douglas, 
where Taiwan Aerospace proposed to 
invest $2bn to develop a new generation of 


super-jumbo jets. But critics argued the 
world was not ready for this. Legislators 
succeeded in blocking the deal and forcing 
out Mr David Huang, the TAC chairman. 

Mr Denny Ko, TAC's president, says 
there has since been a change in focus. “I 
have to strike a delicate balance between 
medium-term profitability and long-term 
investment I have to walk a fine line." He 
argues that even in the best-case scenario, 
the McDonnell deal would not have reaped 
profits for more than a decade. 

The $2S0m purchase of 50 per cent of 
British Aerospace's regional aviation busi- 
ness represents a more practical approach 
to Taiwan’s ambition of an evolving aero- 
space industry- It appears to balance the 
strengths of the two partners. Taiwan has 
an abundance of capital, access to a boom- 
ing market for short-haul transportation 
and expertise in aerospace assembly. Brit- 
ish Aerospace has a product, but it lacks 
capital arid an active marketplace. 

One of the keys to the link-up is the fact 
that now Taiwan has gained access to for- 
eign jet fighters, it no longer has any need 
for its Indigenous Defence Fighters, the 
jets that it developed when Beijing 
blocked foreign arms sales to Taiwan. 

Mr Tsai argues: “You cannot separate 
the aerospace ambitions from the defence 
plan. Defence was always Taiwan's prior- 
ity, but now we have Fl6s and Mirages, we 
have to consider how to utilise this excess 
manpower from defence." 

The new RJ (which stands for Regional 
Jet) range will be manufactured in the 
Aero Industry Development Centre, taking 
up slack from the slowdown of the fighters 


assembly line. Mr Ko says the Defence 
Ministry has already agreed to lease out 
part of this operation for civil production. 

The new production base is at the 
mouth of a potential goldmine of demand. 
Taiwan will produce its first RJ aircraft 
only by the end erf 1994, by which time 
Taiwan and China may have agreed on 
direct flights across the Taiwan straits. 

Economists expect that more than 3m 
Taiwanese will make the short hop across 
the Taiwan straits to China in the first 
year or direct flights, creating a market for 
small jets, such as the RJ. Even without 
this, Taiwan is in the centre of one of the 
world's few high growth aviation centres. 

Mr Ko claims: “We are still a new kid on 
the block, and we have to prove ourselves. 
For the next two years, the industry has 
problems and well take the opportunity to 
learn. Then people can take us seriously." 

They are already doing so. Sir Ralph 
Robins. Rolls-Royce chairman, recently 
visited Taiwan to discuss setting up a jet 
engine manufacturing operation for the 
development of a twin engine addition to 
the RJ series, to be called the RJX. TAC 
has also set up a maintenance joint ven- 
ture with Singapore Aerospace, and may 
enter the helicopter industry. 

Shareholders are currently being asked 
to increase TAC’s capital base to its target 
of T$5J2bn. The government will take up 
its share, but some backers have been less 
willing to back the venture. 

They have cause for scepticism. There is 
little precedent in Asia, where economic 
powerhouses such as Japan and South 
Korea have failed to develop a civil avia- 
tion manufacturing industry, beyond the 
production of individual components. 

Taiwan has progressed beyond that, and 
Mr Ko is now looking to joint venture 
partners to produce key components for 
the RJ. But it will take time and money 
for this basic assembly line to evolve into 
a vertically-integrated aerospace industry. 


BY THE end of 1997, the delta of Southern 
China’s Pearl River could be the focus of 
five new International airports. Hong 
Kong will vie with Macao, Shenzhen, Zhn- 
hai and Guangzhou to lore the hordes of 
businessmen heading for the world's fast- 
est growing region, writes Simon Davies. 

Hong Kong had hoped to establish a 
monopoly role for itself, bat the scope of 
its ambition is cnrrently proving to be its 
undoing. 

In 1994, Hong Kong’s Kai Tak airport, 
now the fourth busiest in the world, will 
hit foil capacity, at a time of boom for the 
Asia-Pacific aviation industry . 

But the world's most expensive airport 
project, which was to have been a monu- 
ment to tiie success of the British admin- 
istration in Hong Kong, has instead 
become a symbol of the uncertainties rep- 
resented by the colony’s post- 1997 govern- 
ment 

China is apparently unhappy at the 
$21bn price tag on Chek Lap Kok and 
related infrastructural projects, which 
compare somewhat unfavourably with 
Japan’s SlObn Kansai Airport, and the 
$l^bu expansion of Singapore’s Changi 
airport Without Chinese approval of the 
financing plan, it would become the 
world’s most expensive white elephant 

The political stand-off has dragged on 
for a whole year. Surprisingly, millions of 
tons of mud have been displaced during 
that time and a vast artificial island has 
begun to appear, providing a platform for 
the airport 

The underlying logic is that since the 
airport was in principle agreed by Britain 


and China in 1991, work will carry on 
where possible, and eventually it will 
become cheaper to complete than to scrap. 

Despite the delays, Mr Hank Townsend, 
the provisional airport authority's chief 
executive officer, argues that the June 30 
1997 deadltne for the opening of the new 
airport is still achievable. “My concern 
would be that as we approach this fall 
[without approval for the financing plan], 
tiie mid-June deadline becomes less proba- 
ble,” he said. 

It seems impossible that it will open on 
time - the Chinese could be forgiven for 
wanting to host the ribbon-cutting cere- 
mony for snch a momentous project But 
with Chinese officialdom stating that it 
wants the airport, it appears equally 
impossible that it will not be completed. 
More of an issue is the role the airport 
will have left to play once it does open. 

Kai Tak has been a major beneficiary of 
the booming Chinese economy. Many of 
the 21m people who flew thongh the air- 
port in 1992 did so because it is the only 
realistic means of access to southern 
China. 

This is particularly galling for the Tai- 
wanese. Under government regulations, 
they can visit China only via a third coon- 
try. As a result of this, 1.64m Taiwanese 
visited Hong Kong last year, representing 
the largest individual source of tourists. 

Inevitably, direct links will be set up by 
1997, and Hong Kong is likely to forfeit a 
large chunk of this business, accounting 
for 23 per cent of all visitors last year. 
The loss of this business could coincide 
with the opening of a new Hong Kong 


airport with capacity for 35m passengers. 

Another factor which will affect passen- 
ger demand for Chek Lap Kok is a rapid 
increase in local competition. In mid-1996. 
the Portuguese enclave of Macao will 
finally open its international airport. 
With a capacity or 2m, it is unlikely to 
leave a mark on Kai Tak, which processed 
22m passengers last year. However, on 
the other side of the river, Shenzhen has 
greater ambitions. 

It plans to process 3m passengers by the 
end of 1993 and already has capacity to 
take 8m, or almost one third of Kai Tak. 
At the same time, Guangzhou, the provin- 
cial capital city, is working on a replace- 
ment airport and Macao's neighbouring 
city of Zhuhai wants to get in on the 
game. 

All this smacks of excess. Yet Mr Town- 
send argues that over-capacity is not an 
issue. "If you have the capacity, people 
will find a way to use it The rapidly 
increasing standard of living is creating 
an enormous middle class. You are tap- 
ping a whole new segment of the market 
that hasn't existed before.” 

He is not alone in this opinion. Mr John 
Meredith, senior director of the Interna- 
tional Air Transport Association, expects 
Asia-Pacific average passenger growth of 
8.6 per cent between 1990 and 1995, and 
7.5 per cent between 1995 and 2000- 

“The proposed new airports m south- 
east Asia will be foil by the time they 
come onstream. Asia-Pacific is set to out- 
strip foe rest of foe world in passenger 
traffic.” he argued at a recent conference, 
lata estimates the number of flights in the 
region will double hi foe next decade. 

Hong Kong should play a major part in 
this boom. It remains foe natural service 
centre for southern China because of its 
strength in infrastructure and communi- 
cations. Its future must depend on its 
ability to provide what China needs, and 
foe airport will be integral to this. 


t risk 


In January 1993, British Aerospace 
consolidated its regional turboprop 
business in Jetstream Aircraft, based in 
Prestwick, Scotland. 

Jetstream Aircraft. A new name for 
the business chat started life as Scottish 
Aviation and which became part of the 
British Aerospace family in 1977. A fitting 
name for a company founded by the 
pioneers of high-altitude flight. 

Understandably, our history is one of 
innovation and ingenuity. Our heritage 
one of knowledge, experience and 
technical expertise. 

However, whilst we may boast of 
our background, we will never rest on 
our laurels. Our sights today are set 
firmly on tomorrow. 



The Mirqult of Oosglo and Clydeidalt. and flight Unutnnani D.F. McIntyre mate the flrn flights o»ti Mt.-Evnatt fll.QIS tt.) on 3rd April 1913 





s THE FIRST MEN TO FLY OVER EVEREST, OUR FOUNDERS 


The Jetstream name marks our 
determination to be as important to the 
future of regional aviation as we’ve been 
to its past. 

Already, we are the only company 
offering regional turboprop aircraft ranging 
from 19-70 seats. And we Have a larger 
share of the pressurised turboprop market 
than any other manufacturer. 


WOULD LIKE OUR NEW NAME. 


We understand operating economics 
and frequency of use. We know the 
importance of being able to support our 
products around the globe. 

We also know there is an estimated need 
for 6,000 aircraft over the next 20 years. 


Backed by the full resources of British 
Aerospace, we’re investing £25 million in 
our Prestwick plant to make sure those 
orders are ours. 

Our founders achieved a remarkable 
first’. Our sights are set even higher. 



UpfT JETSTREAM 


AIRCRAFT 


Jetstream Aircraft Limited Id: (44) 292 79888 Fax: (44) 292 671 590 
Jetitream Aircraft. Inc. Tel (703) 406 3800 Fax: (703) 406 I ! 65 

<4k A BRITISH AEROSPACE COMPANY 
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Aero-engine manufacturers are restructuring heavily, says Paul Betts 

No let-up for the Big Three 


THERE HAS been no let-up for 
aero-engine manufacturers. M We are 
undergoing the longest and most damag- 
ing recession we've ever suffered.” says 
Sir Ralph Robins, chairman of Rolls-Royce, 
the UR aeroengine group. 

"In some parts of the world, we don't 
know what kind of airline industry will 
emerge from this recession which has 
already taken some large airlines like Pan 
Am and Eastern out of the game. As for 
the defence business, it has not gone away 
for good, but what is clear is that it will be 
half the size it was,” he adds. 

The response to the steep business 
downturn of the three big aero-engine 
makers - General Electric and Pratt & 
Whitney in the US and Rolls-Royce in the 
UK - has followed a common pattern. All 
three have continued to restructure 
heavily. GE is cutting a further 4.000 jobs 
and Pratt another 10.000 jobs in the next 
18 months. Rolls-Royce, whose aero-engine 
workforce has already fallen from 36.500 in 
1990 to 29,500 at the end of 1992, is cutting 
another 5,000 jobs this year. 

But while aero-engine makers have had 
to accelerate restructuring, they have also 
had to continue investing heavily in the 
development of new products and technol- 
ogies to take advantage of the recovery 
when it finally comes and maintain their 


long-term competitive position in perhaps 
the toughest of all markets in the aero- 
space industry. 

All three are in the throes of costly 
programmes to develop new large commer- 
cial engines to power the new generation 
of widebody aircraft. GE is investing 
heavily in the GE90, which reached a 
thrust level of more than 100.0001b during 
tests in Ohio this spring. Rolls-Royce is 
working on the Trent and Pratt on the 
PW4000 to build ultra-high thrust power 
plants. 

The first application for these new 
engine will be the Boeing 777 twin engine 
widebody airliner and the Airbus A330 


Manufacturers earn low margins 
for new engines and rely on the 
after-market for spare parts 

widebody twin. Although the initial 777s 
and A330s will not require anything like 
100,0001b of engine thrust (the G690. for 
example, will enter into service with its 
launch customer British Airways in Sep- 
tember 1995 at a thrust rating of 78,700 lb), 
all three manufacturers expect demand for 
power to grow as twin-engine widebody 
aircraft become bigger in the future. 

Apart from cut-throat competition to sell 


engines - and none has been fiercer than 
in the new large commercial engine mar- 
ket - the sector has traditionally faced far 
longer lead times for product development 
and profit recovery than other parts of the 
aerospace industry. Lead times have been 
steadily growing and have now stretched 
as long as 50 years for new engine pro- 
grammes. 

Rolls-Royce says it takes about 14 years 
to research and demonstrate a new tech- 
nology and another 12 years to apply the 
results to a complete aeroengine product 

range. But as manufa cturers traditionally 

earn low margins for Dew engines, they 
have to rely for their return on investment 
on the large after-market for spare parts 
over file 25-year service life of an engine. 
This matches file current expected life of a 
modem airliner which, according to 
Rolls-Royce, is at least 25 years. 

Margins for new engines have also been 
squeezed by the present parlous state of 
airline finances. All manufacturers have 
had to increase the financial support that 
they provide to many of their customers to 
sustain sales during the industry’s current 
three-year slump. 

“We are not only having to give away 
new engines but we are now having to 
make deals with airlines on spare parts. 
That’s how tough it is,” notes Mr Brian 



The development proyamma for the RoBs-Royc* Treat included testing hi the attitude 
chamber at the Ministry of Defence facffity, Pyesto ck 


Rowe, the head of GE’s aero-engine 
operations who is expected to retire later 
t-hte year. 

Dining recessions, airlines fly less and 
require fewer spares thus putting pressure 
on the aero-engine manufacturers* lucra- 
tive spare parts business. But an addi- 
tional problem facing manufacturers in 
the more profitable after-market sector of 
their business has been caused by the 


steady advance in engine technology. 
Rolls-Royce says the sharp improvement 
in modem engine reliability means that it 
now takes at least five to six years after 
the sale of a new engine before spare parts 
income starts to flow. 

The huge costs and risks coupled with 
long lead times of developing new engines 
has forced manufacturers to rely increas- 
ingly on widescate international collabora- 


tion ranging from joint technological 
studies and licensing agreements to risk 
and revenue sharing partnerships and the 
setting up of joint engine companies. 

Such partnerships have predominated 
on the civil side of the business which 
cannot rely to the same extent as military 
engines on government research and 
development support GE and the French 
state-owned e n g in e manufacturer Snecma 
have been collaborating for two decades 
on civil engines with Snecma holding risk- 
sharing stakes ranging 10 to 50 per 
cent in GE civil engine projects. 

Pratt has forged a strategic alliance with 
Motoren und Turbinen Union (MTO), the 
German engine manufacturer part of 
Daim ler-Benz's Deutsche Aerospace sub- 
sidiary. Rolls-Royce has also been increas- 
ing its collaborative ventures with Japa- 
nese manufacturers taking a 7.5 per cent 
stake in the Trent Rolls has also set up a 
joint company with BMW of Germany to 
develop engines for business, commuter 
anri regional aircraft 

With development costs and competitive 
pressures constantly rising, smaller manu- 
facturers are finding it increa singl y urgent 
to forge new relationships or expand exist- 
ing ones with the larger aero-engine 
groups. This is likely to lead to more con- 
solidation of smaller companies into the 
big three. 

Some aerospace analysts have even 
suggested that three big manufacturers 
are too many for the market to sustain 
and that one will eventually have to merge 
with a competitor. Sir Ralph believes the 
throe majors wifi surviva “But ! cant see 
a place for the smaller players,” he adds. 



David Fishlock finds Rolls-Royce worried by the level of its R&D support 

The long search for a super fibre 


ROLLS-ROYCE'S two big International 
rivals in the aero-engine business - Gen- 
eral Electric and Pratt & Whitney - 
receive wad support from the US govern- 
ment amounting to $760m a year. Sir 
Ralph Robins told a Commons select com- 
mittee in March. The Rolls-Royce chair- 
man complained: “There is no doubt that 
the level of US government support to its 
industry makes life very difficult for us.” 

His company has received about the 
same sum from the UK government as 
launch aid for civil aircraft, but spread 
over 21 years. Unlike the US support, 
launch aid is reimbursable. Rolls-Royce 
will pay back nearly £500m between now 
and tbe year 2001, Sir Ralph forecasts. 

Mr Stewart Miller, Rolls-Royce's chief 
engineer and director of engineering tech- 
nology, expands on his chairman’s wor- 
ries In respect of advanced aerospace 
materials. “After efficiency, materials are 
just as important as ever they were to tbe 
designer, and ultimately efficiency will be 
limited by materials,'* he says. 

Essentially, the big engineering chal- 
lenges are to drive pressures and tempera- 
tures higher and, at the same time, make 
the engines lighter. It is an obvious appli- 
cation for “simultaneous engineering" for 
the proper ti es of the promising new aero- 
space materials are linked irrevocably to 
the way components are made. 

Use of steel, for example, has been 
declining steadily from 60 per cent of 
engine weight in I960 (the Tyne) to about 


15 per cent today, and is still falling. Use 
of nickel has peaked at abont 45 per cent 
and can be expected to fall sharply. 

Three new types of material are expec- 
ted to Increase their “market share” rap- 
idly. For lower temperatures they are the 
resin-based composites of the type Rolls 
tried but failed to introduce with its car- 
bon-fibre fan blade in the 1960s. 

For higher temperatures they are the 
metal matrix composites - metal 
reinforced with ceramic fibres - that 
promise to take weight out of rotating 
parts. And there are the ceramic matrix 
composites - “the big prize”, as Mr Miller 
sees it Ceramic matrix composites prom- 
ise to eliminate the elaborate cooling 
arrangements now needed for high-tem- 
perature rotating metal parts. “But It’s 
extraordinarily difficult," he admits. 

Mr Miller confesses he has been guilty 
of undue optimism about when such 
materials win be ready to fly. Five years 
ago the company saw the challenge as a 
10-year project, giving it a new engineer- 
ing material by the end of the century. 
“It's going to take longer than that” 

The core problem is corrosion: how, 


when running engines at 1,500 degrees C 
- the melting point of steel - to prevent 
the fibrous reinforcement from simply 
dissolving in its white-hot matrix. The 
answer is probably a protective coating 
for the fibre, to create a “super fibre” in 
terms of high-temperature strength and 
corrosion resistance. Identifying the com- 
bination that will eventually win a licence 


to fly is going to be a long and costly 
quest Mr Miller is betting on coated alu- 
mina (aluminium oxide) fibres getting 
there first 

But a big difficulty is that there are no 
UK suppliers of super fibres. The volume 
of business promised by Rolls-Royce is 
small compared with the scale of invest- 
ment required, and the lead time to com- 
mercial use is long. This problem has 
driven Rolls-Royce into a Eureka p re-com- 
petitive research collaboration involving 
some 30 European organisations. 


The first four-year phase of this pro- 
gramme, starting year, ahns to iden- 
tify a suitable coated fibre for service at 
1,500 degrees C. Rolls-Royce is contribut- 
ing about £0-5m, which will be backed 
pound for pound by the government The 
obvious risk for the company - and 
Britain - is that results will be freely 
available to a rival aero-engine maker. 


Rolls-Royce spends over £200m a year of 
its own on research, development and 
demonstration. Figures given by Sir 
Ralph to the select committee suggest 
three major sources of public support far 
its two US competitors: 

■ from the US Department of. Defense's 
science and research budget - S400m a 
yean 

■ from research and demonstration pro- 
grammes jointly firnded by DoD and Nasa 
- $160m a yean 

■ from recovery of R&D costs by compa- 


nies charging their R&D to the overhead 
account on contracts - S20Qm a year. 

In France, says Rolls-Royce, the princi- 
pal state support for civil aero-engine pro- 
grammes is launch aid for Snecma, GE’s 
state-owned collaborator. Snecma gets 
reimbursable loans amounting to £240m 
(1990 prices) over 10 years for the GE 90 
progr amme, a direct competitor to Rolls- 
Royce's Trent. 

In Japan, says Rolls-Royce, Mitt has 
identified aeronautics as the most impor- 
tant “sunrise” industry of the 21st cen- 
tury. In 1983 the Japanese government 
launched a R&D programme involving 
about 170 companies to develop engineer- 
ing ceramics. R-R believes this has given 
Nippon Carbon a co mmanding position in 
carbon fibre production and use. Japan 
began test runs of an industrial gas tur- 
bine made of ceramic components in 1990. 

Its aim, says Mr Miller, is to develop an 
“all-composite engine”. Its commercial 
goal is to supply advanced engine compo- 
nent technology, giving this the status of, 
say. avionic systems m future generations 
of aircraft. Two other companies - Nip- 
pon Chemicals and UBE Chemicals - are 


As there are no UK suppliers of super fibres, Rolls-Royce has had 
to join a Eureka research collaboration involving 30 European groups 


also concentr a ting on fibre development 
an it manufacture for reinforcing compos- 
ite materials. 

Although Mr Miller ac knowl edges that 
the development of high duty composite 
materials is proving more difficult and 
expensive than was expected a few years 
ago, “our belief in the value of composite 
materials is as strong as ever it was. 

“The weight savings are potentially 
enormous,” he asserts. For example, it 
may be possible to design a composite 
compressor wheel with integral blades 
only half the weight of the metal version. , 

Rut where once sights were set on such , ” 
critical parts as turbine blades, less crlti- , k 
cal components are now bring targeted. 
Rolls-Royce participated in the Eureka 
programme, but Mr Miller believes that so 
crucial is advanced aero-engine materials 
technology that Britain should be pre- , - 
pared to pursue this one alone. 

Last year Rolls-Royce proposed a 
national composite materials R&D pro- 
gramme Involving its suppliers and uni- 
versities, with government support of 
about £50m a year. Tbe US government, 
says Mr Miller, spends more - SI 50m a 
year for composite materials R&D. 

As Sir Ralph told MPs: “A new family 
of materials is coming to revolutionise 
aviation and its first application will be 
on engines.” Unless Rolls-Royce remained 
at the forefront of composite materials 
technology the company risked losing out, 
its chairman warned. 


f 

h. 



“I Think Foster from Finance 
Is Trying To tell us Something.” 


Perhaps he’s read the Fortune 500 article, 
which states that “Top US companies operating 
their own aircraft consistently outperform those 
who don’t” 

Or perhaps he’s calculated that increasingly 
overcrowded airports equals longer delays, equals 
valuable time lost by key executives, equals post- 
poned business meetings, equals inefficiency, and 
lost profits. 

With a corporate jet you can dictate your business 
schedule, the airport you take off From and fly to 
and the environment in which you travel to work. 

A corporate jet buys you total security, privacy 
and confidentiality and saves that most valuable of 
commodities - time. 

An argument which may convince the financial 
fraternity. But will The Board buy it? 

In order to evaluate the business 
advantages of operating a corporate jet, 
wc’vc compiled The BAe Guide to Corporate Travel. 

For your copy, simply fax or send us your 
business card. It could be just the sort of air mail 
that you’ve been waiting for. 



Corporate Jen Limited (HTF21, 3 Bishop Square. 

St. Albans Road West. Hatfield ALIO 9NE. England. F«: ( 6707 ) 253867 
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Turning point for Fokker JAS: real test is yet to come 


EARLIER this year, Fokker, the Dutch 
aeroplane maker, gave up its indepen- 
dence. However, it gained a rich source of 
financial support and capital when it 
agreed to a 51 per emit takeover by Deut- 
sche Aerospace of Germany. 

The transaction, approved by the Euro- 
pean Commission last month, marks a 
turning point in Fokker’s 74-year history 
and comes after more than a year of con- 
troversy in the Netherlands. The long, tor- 
tuous negotiations between Dasa and the 
Dutch government, which had the power 
of veto because of its 32 per cent stake in 
Fokker’s share capital, were complicated 
by emotional and political sensitivities 
that were inevitably raised by the sale of 
one of the country's premier industrial 
establishments to a big German rival 

Speaking just before he signed the final 
contract in late April, Mr Jflrgen 
Schrempp, Dasa's chairman, acknowl- 
edged that “never in history has a sub- 
stantial industrial marriage between the 
Netherlands and Germany worked." But, 
he added, “this one is going to work.” 

The link-up, designed to promote a 
restructuring of Europe's regional aircraft 
sector, comes at a time when both Dasa 
and Fokker are shedding jobs as they 
grapple with poor demand in the world 
market for new aircraft Both companies 
have recently suffered a decline in profits. 

But regardless of the short-term difficul- 
ties, the partnership is designed to be a 
long-term response to far-reaching 
changes in global aviation, including the 
trends towards mergers and consolidation 
among the airlines themselves. “The time 
of the national company is past.” says Mr 
Erik Jan Nederkoom, Fokker’s president 
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For Fokker, the attraction of the deal 
li$s in the financial strength of Dasa, part 
of the Daimler-Benz industrial group 
Dasa has bought half of the govern- 
ment's 32 per cent holding and also 
acquired new shares in Fokker to lift its 
stake in a new Fokker holding company to 
51 per cent The share issue, plus a bond 
issue: and long-term loans provided by the 
Dutch state, mean that Fokker will benefit 
from total proceeds of more than Fftoom 
($50Gm), ensuring its future. 

\A first fruit of the Fokker-Dasa partner- 
ship was the recent decision by Fokker to 

For Fokker, the attraction of the 
deal Des in the strength of Dasa, 
part of the Daimler-Benz group 

appoint Mr Horst Steinberg, a senior vice 
president at Dasa’s Dormer subsidiary, as 
the company's new head of sales in Asia 
and the Middle East 
Mr Schrempp has suggested that Fokker 
may take on the marketing of Dormer’s 
planes - a 19-sea ter and, a 33-sea ter turbo- 
prop - but no decision has yet been taken. 

Fokker and Dasa will face a difficult 
decision on when bo design and build the 
Fokker 130, a 130-seater aircraft that is 
expected eventually to replace the Dutch 
company's current jet the Fokker 100. 

However. Fokker is close to a formal 
decision to launch the Fokker 70. a 79-seat 
jet A prototype made its maiden flight in 
April, and the new aircraft is scheduled to 
be put on public display for the first time 
during the trade days of the Paris Air 
Show. 

A central element in the contract regula- 


ITALY 


ting Fokker's future under Dasa’s control 
is that Fokker will be responsible for the 
future design and production of aircraft in 
the 65 to 130seat range. This stipulation 
enabled Fokker to argue that the company 
will re m a i n a full-fledged aircraft manufac- 
turer with a wide scale of activities rang- 
ing from engineering and production to 
sales and product support, thereby over- 
coming objections in the Netherlands to 
the deal. 

Fokker also insisted on this “leadership” 
role in regional aircraft partly because 
Dasa had matte clear from the beginning 
that it intends to bring in its two partners 
in the “Regioliner" design project, Aeros- 
patiale of France and Alania of Italy, as 
shareholders in Fokker, in effect turning 
the Dutch company into a four-way “Air- 
bus” of the regional aeroplane market. 

Aerospatiale and Alenia are expected to 
come on board in three years’ time, when 
the Dutch government is due to sell off its 
remaining Fokker shares, ending state 
participation in the company. However, 
this future stage of the Fokker-Dasa deal 
is likely to face more intense scrutiny - 
and possibly objections - from the Euro- 
pean Commission. 

The expected four- way participation 
later this decade will also bring to a head 
arrangements for the future of the Fokker 
50, a turboprop that competes directly 
with the ATR-42, a joint product of the 
Italian and French companies. Dasa has 
given no guarantees about the future of 
the Fokker 50, saying only that it will 
have to continue proving itself in the 
marketplace. 

Ronald van de Krol 


Future products are a puzzle 
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: zz' IT HAS BEEN an annus horribilis for 
Italy's aerospace industry. Demand for 
military and civil aircraft has plunged, 
there have been allegations of corruption 
ir. over helicopters, and the need for 
res tructuri ng to bring capacity in line 
: ~ r with demand has become ever more 
- apparent writes Haig Simonian. 

' r ^ The impact has been shared equally 
between Alenia, the leading aerospace 
~ _ group, Agnsta In helicopters, and smaller 
makers such as Piaggio and Aermacchi, in 
'I? both of which Alenia has significant 
minority stakes. 

Moreover, there has been a corporate 
tT" upheaval among the two main mannfac- 
turers. Alenia, formerly a listed subsid- 
iary of the state-controlled Finmeccanica 
— engineering group, itself controlled by the 

Iri state bolding company, has now been 

incorporated as an internal division, as 
part of a plan to increase the share float 
of Finmeccanica. 

Meanwhile, the fates of Agnsta and the 
Oto Melara missiles group have been 
called into question after last July's gov- 
ernment decision to place the loss-making 
Efim state holding company tn voluntary 
liquidation. Various Efim aerospace and 
defence assets have been “rented” to Fin- 
meccanica at a token price pending a lon- 
ger-term solution, which probably 
involves their Incorporation into Alenia. 

On the defence side, Italy’s 30 per cent 
cut in real terms in military spending has 
disrupted production targets, resulting in 
a halving of output of Alenia's MX tacti- 
cal support aircraft, produced jointly with 
r Brazil, to two a month from four as 
planned. 

From a forecast of 350 aircraft, produc- 
tion now looks unlikely to exceed 200, of 
which 136 have so far been ordered by 
Italy and 59 by Brazil. That gives Alenia 
enough work until 1995, after which mat- 
ters become much less clear. 

Originally, the termination of the MX 
programme was to have dovetailed with 
the start of production of the multilateral 
European Fighter Aircraft programme. 
But, as Mr Fausto Cereti, Alenia's Joint 
president »»v piains: “Ibis programme has 


so many enemies that it’s going forward 
much more slowly than expected.” 

Alenia's problems on the military side 
are common to other European producers. 
Rising government budget deficits and 
continuing uncertainty over future 
defence needs have led to sharp sending 
cuts. “It has become much more difficult 
to understand what will be the products 
of the future,” says Mr Enrico Gimelll, 
Alenia's other president. 

Matters are no happier on the civil side. 
Production of the ATR regional turbo- 
prop, made jointly with France's Aerospa- 
tiale, has not readied expected targets 
because of the downturn in demand. “We 
had hoped to reach an output of 65-70 
planes a year by 1994,” says Mr Gimelli. 
“Instead, it’s running at about 50 a year.” 

In Europe “the real crisis is 
just beginning” 


Alenia executives deny the ATR pro- 
gramme, which has received 540 orders 
and options. Is still losing money. Produc- 
tion is now around break-even, says Mr 
Gimelli, who blames continuing difficul- 
ties on price-cutting from competitors 
with big backlogs of unsold planes. How- 
ever, he admits the drop In demand has 
held np plans to develop the AIR further. 

The group, which is a big subcontrac- 
tor for both McDonnell Douglas and Boe- 
ing. has also been hurt by the plunge in 
the US market Mr Gimelli is cautions 
about signs of a possible upturn after 
recent airline orders. “It’s too soon to say 
there's a recovery in the US, as carriers 
there are very sensitive to seasonal devel- 
opments. Well have to wait until the 
summer season.” 

But he is pessimistic about the outlook 
in Europe. “I think the real crisis is Just 
be ginning ." European carriers may have 
been more cautious in ordering new 
aircraft than some US counterparts, and 
the market may still be in slightly better 
shape as deregulation-driven competition 
has not gone so far. But the impact of 


SPAIN 


Casa given a capital tonic 
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CASA, Spain's state-owned aerospace 
group, echoes the sector worldwide in say- 
ing the industry is going through its 
bleakest period for a long time but at least 
it has something to smile about. 

In February the Institute Nadonal de 
Industria. the state holding company 
which owns Casa, or to give it its mu 
name, Construcciones Aeronauticas, 
finally agreed to a Pta42^bn 15352m) capi- 
tal increase. For several years fresh capi- 
tal had been a priority and its arrival gives 
„ the balance sheet strength the company 
ft had formerly lacked. 

Last month a second boost, every bit as 
important, materialised when the industry 
ministry unveiled a PtalSO.lbn investment 
plan, spread over six years, for the domes- 
tic aerospace sector. This has the approval 
of the European Community which has 
undertaken to supply favourable credit 
lines. , . . 

Two-thirds of the plan Is targeted at two 
of Casa’s biggest undertakings: the Airbus 
programme and development of a fasttur- 
boprop passenger aircraft, the Casa 3000. 

The industry ministry’s derision to back 
the aircraft came just a few weeks after 
Casa bad determined to proceed with its 
design and building. The groups commit 
ment came after nine months of exhaus- 
tive feasibility studies with 
customers and operators. These identified 
what Casa believes is a niche m the mar- 
• ket. 

With a cruising speed of 350 knots at 
altitudes* opto SnXWftet, the Casa 3000 
will have a range of more than 1,0«) nauti- 
cal miles With a foil payload of 70-78 pas- 
sengers. Designed for the regional air 
transport market, it will be built over the 
next four years and the company believes 
it will prove the most economical replace- 


ment for small jets operating low-density 
routes. 

Casa says it will provide block times 
s imilar to jets, at a spectacularly low oper- 
ational cost However, the big selling point 
is that it provides jet comfort at turpqrop 
costs In both hub-and-spoke and point-to- 
point operations. 

The aircraft's combination of speed and 
short turnaround time ensures, according 
to Casa, a high operational flexibility and 
marked improvement in productivity over 
conventional and slower turboprops. 

<>«a has nailed its colours to the inter- 


TOM BURNS on the fortunes of 
the state-owned group 

regional traffic mast That is a sector it 
knows well through its existing aircraft, 
the C-212 and the CN-235 and In which it 
has built up further expertise through 
co-operation in the Saab 2000 programme. 

like Saab and other aerospace compa- 
nies, Casa has made projections tor the 
growth of inter-regional traffic. It foresees 
European traffic growing at a rate of 4.9 
per cent between the years 2000 and 2009, 
an increase of 6.9 per cent over the same 
period in Asia and the Pacific region and 
only slightly toss in the American market. 

The Casa 3000 programme could not 
have come at a better time for the com- 
pany. In recent months it has been in 
turmoil over the debate on the future of 
the Airbus consortium and European 

Fighter Aircraft (EFA) programme. 

A founder member of both multinational 
projects, Casa has placed a lot of impor- 
tance on their continued progress. The 
company's space division may well have 


further cause for gloom if cuts and cancel- 
lations are implemented as a result or 
reassessment of the European Space 
Agency, particularly the future of the 
Columbus and Hermes programmes. 

Casa's maintenance division, a money- 
spinner tor years, has also been hard-hit 
Spain's defence ministry has scaled back 
its requirements because of big budget 
cuts and, worse still in psychological and 
income terms, the US Air Force has ended 
a maintenance contract that Casa had for 
F15 combat planes since the 1960s. 

Despite these difficulties, the group had 
a reasonable financial year in 1992. In part, 
that was due to an increase in sales from 
Pta87.4bn to Pta91Abn. Casa was also able 
mar ginally to reduce its labour force and 
annual income per employee rose from 
Pta9.9m in 1991 to Ptal0.7m last year. 

In 1991-1992 some 300 jobs were shed 
from the total of 9,338 and the company Is 
now in the process of losing 450 through 
voluntary early retirement. This second 
round of lay-offs is likely to be followed by 
a third but it is an expensive business, 
adding Ptai3bn to extraordinary costs this 
year. 

To a tor greater extent, however, the 
1992 results benefited from a 46 per cent 
drop in financial costs to Pta79bn. As a 
result, Casa reduced 1991 losses of 
Pta6Jbn to PtaS^bn last year. 

This year, after seven years in the red, 
the group hopes to break even. The 
improved balance sheet after the capital 
hmraaKp will no doubt help to bring that 
objective within reach. The company is 
also set to benefit from successive devalu- 
ations or the peseta The dollar, responsi- 
ble for about 80 per cent of business, has 
revalued by about 20 per cent against the 
domestic currency in the past year. 


AFTER A troubled 
development phase, the mili- 
tary side of Sweden's aerospace 
industry can at last boast a few 
successes. In April the JAS 39 
Gripen multi-purpose fighter 
aircraft successfully undertook 
its 1,000th test flight, and this 
month the first aircraft Is 
scheduled to be delivered to 
the Swedish air force, writes 
Christopher Brown-Homes. 

For a programme that has 
fallen a year behind schedule 
and run well over cost esti- 
mates - and that at times 
looked as if it might collapse 
completely - these are tangible 
achievements. But the JAS 
needs to make a breakthrough 
into the export market to 
ensure commercial success, 
and so the real test is still to 
come. There was acute disap- 
pointment when the Finnish 
government opted last year to 
buy 57 new F18s from the US 
group McDonnell Douglas, 
rather than the JAS. 

For the moment, the pro- 
gramme is underpinned by a 
healthy order book from Swe- 
den’s air force, with the final 
delivery not due until 2001. An 
initial order for 30 aircraft was 
supplemented last year by one 
for a further HO, which did 
much to cushion the blow of 
the lost Finnish order. 

These domestic orders have 
provided the consortium manu- 
facturing the JAS - Saab 
Scania, Volvo Flygmotor, 
Ericsson Radar Electronics and 
FFV Aerotech (part of the Cel- 
sius defence group which is 
currently being privatised) - 
with a good platform from 
which to launch their drive for 


further business, both at home 
and abroad. 

The manufacturers are hop- 
ing for further orders from the 
Swedish air force - possibly for 
as many as 150 aircraft - after 
parliament decided last year to 
maintain a fleet of 16 combat 
squadrons to meet the coun- 
try's future defence needs. 

Further, they project a 
worldwide replacement need of 
3.000 military aircraft in the 

next 10-20 years (even allowing 


eminent's derision to privatise 
the defence group Celsius 
where it Is specifically hoped 
that private sector status will 
facilitate cooperation with for- 
eign partners. In the military 
aerospace sector, it is consid- 
ered unlikely that Sweden will 
ever again develop a new air- 
craft on its own as collabora- 
tion is seen as the only way to 
secure markets cost-effectively. 

Saab Military Aircraft, part 
of Saab-Scania, is reluctant to 


Whether the project turns out good value for its 
manufacturers is another matter. A real profits 
take-off will probably come only with export orders 


for reduced defence expendi- 
ture), with a possible market 
for the JAS of half that totaL 
The aim is to capture orders 
for a third of the possible mar- 
ket - or 500 aircraft. 

This is an ambitious target 
and the JAS partners accept 
that they are unlikely to 
achieve it on their own. Hence 
far more emphasis is being 
placed on co-operation with 
foreign partners, specifically 
other aerospace groups in the 
US and Europe. In Europe, dis- 
cussions have taken place with 
British Aerospace. Dassault of 
France and Germany’s Dasa, 
although no concrete proposals 
have yet emerged. 

If nothing else, these fa fog 
are a recognition of the feet 
that Sweden, with a population 
of just 8m, is going to find it 
difficult to maintain a viable 
aerospace industry on its own, 
for all its undoubted high tech- 
nology expertise. The same 
thinking lies behind the gov- 


idenfify the markets it is tar- 
geting, although countries in 
south-east Asia, Latin America 
and central and eastern Europe 
have all been mentioned. 

Tough competition is likely 
from the American F16 and 
F18, Mirage 2000-5 and Mig 29 
planes, which are all in a simi- 
lar price bracket. However, in 
performance terms, its manu- 
facturers say the JAS should 
be compared with the new gen- 
eration of fighters, including 
the Eurofighter 2000, the 
Rafale and the F22. 

Whether it turns out good 
value for its manufacturers is 
another matter. The project's 
delays and the fact that the 
first 30 aircraft were ordered at 
a fixed price are believed to 
have cost the prime contractor, 
Saab-Scania, heavily in the late 
1980s. Some ground should be 
recouped with the second 
order, but a real profits takeoff 
will probably come only with, 
export orders. 


One of the arguments that is 
thought to have persuaded the 
Swedish government to persist 
with JAS is the spin-off effects 
for the country's civil aviation 
business, which is also centred 
on Saab-Scania, The commer- 
cial side of Sweden’s aerospace 
industry has developed suc- 
cessfully, but because of the 
downturn in world market con- 
ditions, new orders for Saab 
aircraft have not materialised 
as quickly as anticipated, and 
some have been cancelled. 

The civilian side of the com- 
pany’s air business is concen- 
trated on two aircraft - the 
35-sea ter Saab 340 and its big- 
ger sister, the Saab 2000, which 
can carry 50 to 58 passengers. 
Test flights for the latter began 
only last year, and the first 
customer delivery is scheduled 
for this aut umn. 

A breakthrough came in the 
early part of the year when a 
Chinese airline agreed to buy 
five Saab 2000 aircraft this 
year, and took options on a fur- 
ther 15 for delivery in 1996 and 
1996. But many more sucb 
orders will be needed to recoup 
development costs. 

Saab Aircraft, whicb com- 
prises Saab Military Aircraft 
and the commercial aircraft 
operations, made a profit of 
SKrl63m last year, or 8.7 per 
cent in pre-tax returns on capi- 
tal employed. That is slightly 
above the SKrl50m recorded in 
1991, even though sales fell to 
SKr3.92bn from SKr4.93bn. 
Even so, it is well short of 
what the company hopes to 
achieve in the late 1990s if for- 
eign orders for the JAS and 
Saab 2000 come flooding in. 


falling demand remains acute. 

Even Alenia's successful electronics 
side has had its share of difficulties lately. 
Although orders have been maintained 
and the business is doing well, the com- 
pany was dragged into an undesirable 
spat earlier this year after winning a Mex- 
ican air traffic control order jointly with 
Thomson of France. 

The award of the deal ted to accusations 
of unfair play by the two companies 
which led the international ATC field. The 
case is still rumbling, but Alenia takes 
comfort from the fact that IBM, one of the 
losing parties, distanced itself from the 
charges levelled by a local partner. “It 
often happens that competitors claim the 
two market leaders are too strong,” says 
Mr Cereti. 

White denying the Mexican spat has 
hurt its image, Alenia says this year's 
two-month strike over job losses at its 
Naples plant has proved costly, finan- 
cially and in terms of prestige. The dis- 
pute, resolved after a compromise on relo- 
cating 2,000 of the 5,000 workers first 
scheduled for redundancy, led to nail-bit- 
ing moments as the group saw supply 
deadlines to US manufacturers looming. 

Alenia widely pnbUclsed the pressure 
levelled by big US clients to persuade 
employees to return to work. Bat the com- 
pany denies the US threats of taking 
future business elsewhere was just a 
bluff. In the worst case, crucial parts for 
one US manufacturer were delivered just 
a day before the contract deadline, recalls 
Mr Cereti. "We became Japan ese-style 
just-in-time suppliers without really want- 
ing to,” be admits. 

“Obviously, clients were getting wor- 
ried. We were lucky in that the market 
was in recession, so production lines 
never had to be halted because of us. But 
these things leave fingering doubts, and 
our clients are bound to wonder what 
might have happened had the strike taken 
place when the market was in an upturn,” 
he says. “Customers may have some sym- 
pathy for oar efforts to slim down the 
company. But now we’U have to work 
hard to show Naples is a credible plant" 
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It Cruises At 538mph 
Cabin In ItsC 
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JKOQMJES3; Most Comfortable 

N EnoMTo Read On. 


If you're under the impression 
that flying in a corporate jet means 
you have to compromise comfort 
for speed, you've never Down in a 
Beechjet400A. 

For starters, Beechcraft engi- 


“ FA > 

today's most popular airliners. 

The computer-designed ‘super 
critical" wing, with a 20-degree 
sweep, reduces drag Tor efficient 
high-speed performance and also 
assures docile low-speed handling 


neers chose a"vertical oval” cross characteristics. 


section that provides more head 
and shoulder room and more 
interior volume than competitors’ 
cabins can offer. 

There's also a cocoon of thermal 
and acoustical insulation that helps 
control temperature and sound 
levels. All of which adds up 
to a spacious, comfortable and 
productive environment for up 
to nine passengers. 

And the Beechjet 40QA is a jetyou 
can expect to fly at real jet speeds. 
With a top cruise speed of 538 mph 
(866 km/h) and the ability to climb 
to 41,000 feet in a brief 22 minutes, 
its performance rivals many of 


Coupled with state-of-the-art 
avionics that minimize pilot work- 
load and provide extremely precise 
navigation and guidance infor- 
mation, the rugged airframe and 
advanced aerodynamics of the 400A 
provide unsurpassed reliability. 

Best or all, every Beechjet 400A 
is first a Beechcraft Which means 
it comes with a 60-year tradition of 
quality and reliability built in. 

For additional information, call 
the Beechcraft distributor nearest 
you - or you may call Beechcraft 
Marketing, Wichita, Kansas U.SA 
316-676-7072. Fax: 316-676-8808 
Telex: 203603 (BEECH). 


Ifs Not Just An Aircraft. It’s A Beechcraft. 
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David White on the advantages of collaboration 


Eurofighter goes ahead 


THE EUROFIGHTER will have 
taken at least 15 years to come 
into service from the time 
Britain, Germany, Spain and 
Italy agreed in 1985 on the 
basic characteristics of a joint 
aircraft. 

The most broadly based col- 
laborative fighter project ever 
attempted in Europe, it will 
have been through several 
changes of identity in the pro- 
cess. 

The European Fighter Air- 
craft programme was 
relaunched last December, 
briefly as the New EFA and 
then as the Eurofighter 2000, 
but the partners are still 
looking for a more inspired 
name. The rechristening was 
mainly a way of enabling Mr 
Volker RQhe, Germany's 
defence minister, to save face 
after campaigning to stop the 
£32bn project and replace it 
with a cheaper and less sophis- 
ticated aircraft. 

Although revised and sub- 
jected to a cost overhaul, the 
fighter is essentially the same 
that aerospace companies in 
the four nations have been 
developing for the past six 
years, with allowance for dif- 
ferent versions to take into 
account the partners’ different 
visions or what they want the 
aircraft to do. 

Details of the changed pro- 


gramme have taken longer 
than expected to sort out. The 
December agreement in Brus- 
sels, in which Germany In 
effect rejoined the project, was 
heavily publicised. But when 
Junior ministers met in Bonn 
in April to agree on the new 
programme outlines, the event 
went unannounced. 

Although new military 
requirements are now set and 
a new schedule is in place - 

The flight control 
system’s costs are 
reckoned to have gone 
up 60 per cent because 
of contract changes 

leaving production decisions 
until after the next German 
elections in 1994 - many ques- 
tions have still to be resolved. 

These include Germany's 
share in production. It has so 
Tar taken 33 per cent of devel- 
opment work, based on an orig- 
inal expectation that it would 
buy 250 of the aircraft The cur- 
rent working assumption is 
that It will buy 140. Together, 
the number due to be produced 
for the four partners has 
shrunk to about 600 from the 
initial figure of 765. 

New memorandums of 
understanding and industrial 


contracts have still to be 
signed. Further problems could 
emerge if. for instance, Ger- 
many decides to instal a 
cheaper radar of Its own 
choice, instead of the GEC Fer- 
ranti-led ECR9Q, which is half- 
way through development, 
industry experts say the impli- 
cations of having to integrate 
two different radars into the 
aircraft “could be horrendous". 

Technical problems, includ- 
ing the generator and the 
flight control system, have 
already caused serious delays. 
The first prototype, assembled 
in Germany, is not due to fly 
until September at the earliest 
- two years late. 

Last year’s crisis over Ger- 
man participation blew up 
after the industrial consor- 
tium, Eurofighter, submitted 
its price quotation for the pro- 
duction phase, hi their review 
of the programme, the partners 
identified potential savings of 
between 12 and 23 per cent on 
the cost of producing the air- 
craft and setting up logistic 
support. Nevertheless, costs 
are substant ially higher than 
originally expected. 

The CJK has confirmed that 
its estimated total share of the 
programme stands at £13bn at 
today’s prices compared to the 
“£6bn to £7bn” stated by the 
government in 1988, a differ- 


ence which can be partly but 
not wholly attributed to infla- 
tion. 

The Ministry of Defence says 
that its projected cost in 1987 
was In fact £7Ubn and that it 
was then planning, unbeknown 
to anyone, to buy 200 aircraft 
rather than the officially-de- 
clared 250. It has now reaf- 
firmed its intention to buy 250. 
Allowing for this difference 
and Inflation, it says, the cost 
overrun is fl.lbn. Programme 
managers add that these esti- 
mates are no more than an 
indication, in the absence of 
any production contracts. 

However, the cost of develop- 
ment has also increased in real 
terms, despite a regime of 
fixed, inflation-adjustable 
prices. The UK share. 33 per 
cent of the total, was stated in 
1988 as £1.7bn. It is now put by 
British Aerospace, the UK part- 
ner in Eurofighter, at roughly 
double that figure. 

One example of how prices 
can escalate is the flight con- 
trol system, where costs are 
reckoned to have gone up 60 
per cent because of contract 
changes. The system comes 
under the overall charge of 
Deutsche Aerospace, the Ger- 
man Eurofighter partner. GEC- 
Marconi of the UK, responsible 
for the critical software input, 
found that the processing 



The Eurofighter 2000: the first prototype was buiK try Deutsche Aerospace at Manchbig, Germany 


power provided for was inade- 
quate. 

Some of the functions of the 
system are due to be dropped 
to enable the first flight to 
place and to be incorporated at 
a later stage. 

Development costs will also 


rise as a result of the resched- 
uling of the programme, with 
the first aircraft not due to 
enter service with the British 
and Italian air forces until 
2000. two years later than pre- 
viously envisaged, and the Ger- 
mans and Spanish not sched- 


ON BOTH sides of the Atlantic, the 
guided weapons industry is in 
mutation. 

The announcement that British 
Aerospace and Matra of France have 
been negotiating a missile merger is 
expected to spnr wider restructuring 
of the sector in Europe, based on one 
or two major groupings. 

In the US. further consolidation is 
also expected after the purchase of 
General Dynamics' missile interests 
- including such familiar products as 
the Stinger ground-to-air weapon and 
the Tomahawk sea-launched cruise 
missile - by General Motors' Hughes 
subsidiary last year. 

The takeover has created a second 
giant in the US and world league 
alongside Raytheon, producer of the 
Patriot missile which became a 
household word in the 1991 Gulf war. 
Also in the last year. Loral took over 
LTV’s missile business after 
acquiring Ford Aerospace in 1990. 

The number of competitors is likely 
to be farther reduced in a climate of 
tighter defence budgets. 


Restructuring in the US and Europe creates new giants 

Weapons guided to mergers 


However, Mr Dan Teilep, chairman 
and chief executive of Lockheed, 
maker of the Trident nuclear missile, 
warns: “Size, of itself. Is not a 
guarantee of success." He believes 
companies can still survive in niche 
markets. 

The BAe-Matra plan took shape 
after BAe abandoned efforts to forge 
a missile merger with Thomson-CSF, 
the French electronics company, in 
1991. 

The joint venture plan, expected to 
be completed early next year, will 
create a company with annual sales 
of more than £Ibn. This would be 
several times more than any other 
European company in the field, and if 
others were brought into the project 
could surpass the leading US 


manufacturers in missile sales. 

The door has been left open to 
Aerospatiale, now due for 
privatisation, and Deutsche 
Aerospace, the Daimler-Benz 
subsidiary. These two have already 
been talking about deepening their 
20-year association in Euromissile, 
the joint venture responsible for the 
Milan anti-tank weapon and the 
Roland groond-toair system. 

The question remains, however, of 
where Thomson-CSF would fit in the 
French scheme of things. The 
announcement of Matra’s plans with 
BAe came shortly after Thomson-CSF 
linked forces with Short Brothers in 
very short range air defence 
weapons. This was a direct challenge 
to Matra. 


A further question concerns 
GEC-Marconi, traditional supplier of 
guidance systems for UK missiles. It 
was at one stage thought likely it 
might absorb BAe’s Dynamics 
division. However the latter’s 
sagging fortunes took a turn for the 
better last year, particularly when it 
won the UK contract for a 
short-range air-to-air missile - 
ASRAAM - against a rival project by 
GEC-Marconi and Matra. 

Matra and BAe hope to strengthen 
their presence on world markets with 
largely complementary product lines. 
The main area in which their 
products overlap is medium-range 
air-to-air missiles. But the two could 
combine efforts in this sector to field 
an alternative to Hughes’ AMRAAM 


to equip the Eurofighter 2000. BAe is 
already working with Saab of Sweden 
on a new generation missile in this 
category, and has been looking at 
usin g a Thomson-CSF seeker. 

BAe could also back up Matra’s bid 
to sell its Apache air-to-ground 
weapon to the UK. Competitors are 
likely to include Hughes, with a 
version of the Tomahawk, McDonnell 
Douglas. Aerospatiale and 
GEC-Marconi with a weapon that 
Aba Dhabi has so far paid to develop. 
BAe does not have its own product to 
enter into the competition. 

Two other major UK projects are 
potential victims or the government’s 
current budget review. A new air 
defence programme to replace the 
obsolete Bloodhound missile may be 
cancelled or staggered, and a £3bn 
nuclear missile plan for the RAF 
could well be abandoned. In this 
climate, companies are counting to a 
greater extent than ever before on 
overseas markets. 

David White 


uled to take delivery of theirs 
before 2002. 

The partner governments 
have accepted in principle that 
terms should be revised 
upwards for Eurojet, the 
engine grouping of 
Rolls-Royce, Fiat, MTU of Ger- 
many and ITP of Spain, recog- 
nising that the consortium will 
now have to support a longer 
test programme. 

Eurofighter, responsible for 
the aircraft itself, is held to be 
in a different position since it 
is behind schedule on the pro- 
gramme. But it has also sought 
an increase, with Mr John Vin- 
cent, its managing director, 
insisting that “if you are going 
to stretch a given programme, 
it is going to cost you money." 

On the German side, it has 
not been clear where payment 
for the current development 
work will come from. The 
funding requirement for this 
year, including outstanding 
; bills left from last year, was 
about DMlbn. but barely half 
of this has teen forthcoming. 
Hie expected outcome is that 
Das3 itself will provide the 
interim fuiance, since the other 
partner countries were not 
| ready to bridge the gap. 

Hopes that some had vested 
I in the project as the founda- 


tion of a new European mili- 3?"* 
tary aircraft venture have been 
set back by the arguments of 
the last 12 months. Dasa has - 
actively promoted the idea, 
hoping to draw the French into 
a Europe-wide enterprise. “As : 
a vision we really see it," says • 

Mr Harmut Mehdorn. new ' 
head of Dasa' ’5 aircraft group. 

The first step was to be a y:'- " 
merger between the pro- 
gramme's administration and 
that of its European forerun- 
ner. the Anglo-German-ltalian 
Tornado. This involves joining 
Eurofighter with the Tornado ' 
company Panavia and fusing 
the two intergovern mental 
management agencies, known l 
respectively as KEFMA and 
NAMMA. 

A merger was to take place 
last year, but Mr Vincent says 
he advised delaying it when -• 
the political difficulties sur- 
rounding Germany’s participa- 
tion in Eurofighter erupted. 

For ail the problems and ten- 
sions, however, the partners 
are firmly committed to the . 

programme. Even before it "*'■ 
takes off. Eurofighter provides 
a clear demonstration of .at 
least one advantage of collabo- 
rative projects: that the)’ are 
extremely resistant to attempts 
to kill them off. 




We're ready for it. 



What you see here is an artist's Impression 
of an ultra high-capacity aircraft (CJHCA). A jumbo 
jumbo, if you will. 

Capable of carrying 1 some eight hundred 
passengers over a distance of 10,000 nautical miles. 

Boeing and the four Airbus Industrie part- 
ners recently announced their collaboration on a 


. one-year feasibility study for developing just such a 
craft. Obviously, we weren't invited. 

- And while we certainly agree that the people 
.at Boeing and Airbus are probably the most qualified 
to build this colossus, we would like to contribute a 
word of advice: go for iL 

Build it with lots of seats to 6IL Why stop 


at eight hundred? Make it a thousand. 

Meanwhile, well continue building a full 
range of short- to medium-haul airliners specifically 
designed to help airlines feed their hubs faster, longer, 
and more efficiently. 

Every Fokker is loaded with only those latest 
technologies which directly enhance passenger com- 


fort, economy of operation, and dispatch reliability. 

And since Fokker aircraft pay for themselves 
sooner, investing in a few right now malr^ solid 
business sense. 

Because when the UHCA does anive and 

everyone wants to fly it, you could have the distinct 
advantage of being able to afford it. 

l||P Plane solutions. 
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Tough talking 
in Geneva 

There la going to be some tough bargaining in 
Geneva today. Opec ministers ate meeting them to 
negotiate a new production quota for the third 
quarter of this year and ofl prices have weakened 
in the run-up to the gathering in the expectation 
that the producing cartel w8! continue to exceed Hs 
self-imposed prod u ction ceiling, writes David Laa- 
cefles. Page 26 

Cuts hurt Tata steal unit 

TATA Iron and Steel (Tisco), the flagship company 
within India's giant Tata group, reports a 40 per 
cent drop In net profits for the year ended March. 
Mr Ratan Tata, chairman, said India’s steel industry 
slipped into recession last year after being hit hard 
by government 3pencflng cuts. He forecast pros- 
pects vwxtid pick up this year as the economy 
revived, and if government spending on construc- 
tion projects rose. He hoped to rmwrtafn this year's 
dividend. Page 22 

Emap plans £5m expansion 

Emap. the UK pubflshrng group, plans to spend 
£5m launching new magazines in motoring, music 
and other leisure activities, after raising profits 56 
per cent in the year just ended. Mr Graham Ross- 
Ftussed, chairman, said the company was “not 
expecting much assistance” from the economy in 
the year ahead. Page 24 

Field profits float 23% higher 

Reid Group, the carton maker, announced a 23 per 
cent rise in operating protits In the pathfinder pro- 
spectus tor its flotation later this month. Much of 
the £90m raised wH go to pay off debt incurred in 
the company’s management buy-out from SCA, the 
Sweetish paper and packaging group. Page 24 


Market setback for Finns 

Finland’s stock market, best performer fn the FT- 
Actuaries World Indices so far this year, took a 
tumble last week. Brokers still expect the market to 
do wail, however, since companies' Interim results, 
out this month, wfll reflect a big boost from devalu- 
ation. Page 34 


Shephard gets show on the road 

She is the daughter of a 
Norfolk smallholder and 
cattle dealer - parentage 
that wfll stand Gfllian 
Shephard, the UK’s new 
minister of agrietdture, in 
good stead as she seeks 
to wfo the confidence of 
Britain's formers. In her 
native county at the week- 
end she made the first 
policy speech of her 
administration at the 
weekend. David Richardson reports on reaction. 
Page 26 

ABSA earnings grow by 12% 

AMALGAMATED Banks of South Africa (ABSA), the 
country’s largest banking group. Increased earr- 
ings pa share by 12 per cent to 121 cents in the 
year ended March. It was the bank's first year of 
trading in its current form, after two large mergers 
in 1991 and 1992. Page 22 
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tells of ‘severe buffeting’ 


Solvay 

By Andrew HU In Brussels 

SOLVAY, the Belgian chemicals 
group, warned, yesterday it would 
record a loss for the first half of 
this year, dragged down by over- 
capacity, recession and alleged 
unfair competition in the Euro- 
pean plastics sector. 

Baron Daniel Janssen, Solvay's 
chief executive, told shareholders 
that the group was getting “a 
severe buffeting from the Euro- 
pean storm”. 

He said the plastics sector in 


particular would suffer "heavy 
losses" in the first six months, 
which would not be offset by 
earnings from the group’s other 
activities. 

The outlook for the full year 
was "not good”, Baron Janssen 
added, although there were 
“some small signs of improve- 
ment” in the US, Britain and Bra- 
ziL 

He said Solvay expected to be 
able to maintain the same divi- 
dend policy for 1993, that is, “to 
increase our dividend whenever 


possible and, if possible, not to 
decrease it". 

Solvay directors again urged 
the European Commission to 
take action against cheap 
imports of soda ash and PVC 
from eastern Europe and the US. 
Solvay has lodged formal 
requests with Brussels for protec- 
tion against unfair competition. 

Mr Yves Boei, the group chair- 
man, told shareholders that Sol- 
vay was “disturbed by the Com- 
mission's relaxed attitude in the 
face of such blameworthy prac- 


tices" 

Net profits slipped by 13.5 per 
cent in the first half of last year 
to BFT5.8Sbn ($176m) and in the 
full year profits fell from 
BFrll.7bn to BFr9.76bn. Share- 
holders yesterday voted to main- 
tain the 1992 dividend at BFr500 a 
share, the same level as in 1990 
and 1991. 

The impact of recession - par- 
ticularly in the principal activi- 
ties of soda ash and plastics - 
has forced the company to take 
drastic measures. These include 


the closure of its 129-year-old Bel- 
gian soda ash plant announced 
two weeks ago. and the probable 
shutdown of another soda ash 
factory in west Germany. 

Workers from the Belgian plant 
protested against the decision at 
yesterday’s annual shareholder 
meeting, urging the Solvay board 
to stop the “jobs massacre”. 

The closures would reduce Sol- 
vay’s soda ash capacity by 10 per 
cent, but also end annual losses 
of about BFri.6bn at the two 
plants. 


Paying the price for never saying ‘no’ 

Haig Simonian reports on the debt problems facing Italian group Ferruzzi-Montedison 


FERRUZZI-MONTEDISON, the 
Italian chemicals, energy and 
agro-industrial group, which 
recently reported record losses, is 
lacing the most testing fortnight 
in its history. 

It is negotiating the restructur- 
ing of its L15.I23bn ($10bn) bor- 
rowings, a deal which could 
involve Italy's first debt for 
equity swap. Under new rules 
proposed by the Bank of Italy, 
the creditor committee of five 
banks, headed by Mediobanca, 
may seek to convert some of the 
loans into shares. 

Action is urgent to stop Femiz- 
zd-Montedison buckling under the 
weight of debt and losses. Fer- 
ruzzi Finanzlaria (Perfin), the 
holding company, lost Ll,5i9bn 
(Jlbn) last year, compared with 
net profits of LU5bn in 1991. 
Montedison, its main operating 
subsidiary, lost Ll,244bn against 
net profits of L168bn. 

The Ferruzzi family has prom- 
ised radical changes. Serafino 
Ferruzzi, the holding company 
wholly owned by the family, wifi 
let in outside capital, heavily 
diluting the famil y shareholders. 
Ferfin and Montedison will be 
forced into big disposals. 

“Ferruzzi-Montedison's prob- 
lems are a tale of empire build- 
ing, based on an inability to turn 
down acquisitions, irrespective of 
their effect on debt, and to cut 
investment, even when cash flow 
is crumbling,” says one analyst 

The group is Italy’s second big- 
gest private-sector company, with 
revenues of L19,900bn last year. 
It has mushroomed from its ori- * 
gins in farming and commodities 
trading. When the founder Seraf- 
ino Ferruzzi died in 19TO. leader- 
ship passed to the charismatic 
and domineering Mr Raul Gar- 
dini. He led it into chemicals 
(Montedison), cement (Calces- 
truzzi), insurance (FOndiaria) and 
a string of other operations, 
including a barely profitable 
national newspaper (Q Messag- 
gero) and a heavily loss-making 
TV station (Telsmontecarlo). 

The takeovers created an 
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Carlo Sam a: handed the baton 


increasingly indebted conglomer- 
ate, with too few synergies and 
too little management talent The 
strains were masked by the 
booming 1980s, but became 
impossible to hide in a recession. 

Mr Gardini left in a huff in 
November 1990 after failing to 
receive the family’s blessing for a 
buy-out of the government stake 
in the Enimont chemicals joint 
venture. Belatedly, the family 
saw the group must slim. 

The baton passed to Mr Carlo 
Sama, a senior executive married 
to one of Mr Serafino Ferrmzi’s 
daughters. But time was running 
out. Mergers were out of fashion; 
potential buyers were harder to 
find in a recession; earnings had 
started to dive. 

Negotiations on the disposal of 
the Erbamont pharmaceuticals 
operation, mooted last summer, 
were strung out for months as 
Sweden’s Procordia haggled over 
the price. It took a 51 per cent 
stake two mouths ago. Such are 
Montedison's cash needs that the 
remaining shares, not expected to 
be sold until 1994 or so, were 
passed to a bank Intermediary to 
raise funds sooner. 


A big plastics joint venture 
with Shell has still not been fina- 
lised. The transaction, now possi- 
bly nearing completion, Involves 
pooling the two companies’ plas- 


FONDIARIA, the Ferruzzi 
empire's insurance group, is now 
thought to have debts of about 
L2,Q00bn, much more than for- 
merly believed. The debts stem 
from Fondiaria's investment in 
AMB, Germany's second-biggest 
insurer, and expansion into 
hotels and clinics in Italy. 

Fondiaria plans to cat debt by 
asset sales. Talks are under way 
on selling Banca Mercantile, a 
13-branch Florence-based bank 
owned Jointly with Ferruzzi. 

Details, page 20. 


tics interests, including Montedi- 
son's US-based Himont subsid- 
iary- Separately, Ausimont (speci- 
ality chemicals) and Calcestruzzi 
may also be sold. 

The Erbamont deal will cut 
group borrowings by about 
Ll,900bn while the Shell joint 
venture should shift a further 
L2,000bn off Ferruzzi-Montedi- 
son's books. But so great are the 


pressures that even Edison, 
which has invested heavily in 
new electricity generating capac- 
ity. may be on the block. The 
company reported net group prof- 
its up 25 per cent to L152bn last 
year. Hie disposals will return 
Ferruzzi-Montedison to its agro- 
industrial roots, with Eridania- 
Bgghin Say its main business, 
plus some chemicals activities, 
may also be on the cards. 

FCrruzzi executives claim the 
disposals will mark the line 
behind which they will defend 
the rest of the group. But claims 
that Fondiaria, Italy’s third big- 
gest private-sector insurer, is an 
integral part of the empire are 
unconvincing. 

Fondiaria is controlled jointly 
by Ferfin and the family of Mr 
Camillo De Benedetti, who died 
earlier this year, through the 
Gale holding company. Ferruzzi 
has already started to flex its 
muscles there. Fondiaria plunged 
into a L580bn loss last year on 
the back of misjudged foreign 
expansion. But Mr Alfonso 
Scarpa, the managing director 
who had guided its foreign 
growth, has now left the com- 


pany. And soon after. Fondiaria 
sold its 21 per cent stake in 
Aachener und Mflnchener Beteifr 
gungs, Germany’s second biggest 
insurer, for DM9B5m. 

Observers are uncertain 
whether Ferruzzi's exertion of 
control over Fondiaria, now 
chaired by Mr Sama, is an 
attempt at a turn-around or a 
p reliminar y to disposal. 

Last week, analysts welcomed 
the company's rosy portrait of its 
long-term future. The shares 
were briefly buoyed up by that 
vision and by rumours that Mr 
Sergio Cragnottj, a former man- 
aging director now running his 
own financial group, might 
return in some unspecified role. 
They have since fallen back, and 
yesterday Ferfin closed below its 
nominal value. 

Short-term prospects for Fer- 
ruzzi-Montedison remain grim. 
Although first quarter operating 
profits rose, the chemicals sector 
shows little sign of improvement. 
And still the acquisitions con- 
tinue: Eridania-B6ghin Say is bid- 
ding for part of the Italian SME 
foods group now being privatised. 
Some habits die bard. 


Gehe lifts 
bid for 
France’s 
OCP 

By David Buchan in Paris 

THE BIDDING war for Office 
Commercial Pharmaceutique 
(OCP) hotted up yesterday when 
Gehe, the German drug distribu- 
tor, raised its offer for France's 
largest drug wholesaler, to 
nearly 17 per cent above a 
French-American bid. 

In one of the very few recent 
contested takeovers in France, 
Gehe is offering FFr 985 a share 
in a full bid for OCP, which is 
now worth FFr 2.6bn (5480m). Dr 
Dieter Schadt, Getae’s president, 
said “the very high price" 
reflected his company's desire to 
“shorten the process”, started by 
Gehe with its first bid of FFr 800 
a share in February. 

Gehe, however, was not confi- 
dent yesterday that its bid would 
knock oat the rival bid mounted 
by Cooper, a French pharmaceu- 
ticals company, in alliance with 
Bergen Brunswick of the US. 
“Both sides have a lot of ammu- 
nition," said Dr Dieter Ham- 
merer, Gehe’s vice-president He 
said a third bidder could not be 
excluded. He noted tbat McKes- 
son, the large US pharmaceuti- 
cals wholesaler, had shown 
interest in getting into Europe. 

Gehe’s first bid was disallowed 
by the French courts because of 
an arrangement between the 
German company and Mr Jean- 
Pterre Duchfe, a former president 
of OCP who runs the French 
company's operational distribu- 
tion units of Eurosante and OCP- 
Re partition. The court ruled that 
the arrangement was unfair 
because it would have darned the 
Franco-American consortium 
effective management of OCP 
even if it gained the shares. As a 
result of the court ruling, any 
successful bidder for OCP has 
been promised effective control 
of the entire operatton- 
There was no word last night 
on whether Aura Expansion, the 
bid vehicle of Cooper and Berg- 
en-Branswick, wants to improve 
its FFr865-a-share offer, which 
runs until June 28. 

Gehe said if it got OCP, ft 
would bring its German drug 
wholesaling operation, which 
has 18 per cent of the German 
market, under OCP. The new 
group would function as a Euro- 
pean unit 

Gehe executives said they 
planned to recoup their invest- 
ment in OCP by using their com- 
puter know-how to Improve mar- 
gins. Drug distribution is highly 
complex in France and Germany 
because tt requires serving thou- 
sands of individually owned 
pharmacies several times a day. 


PowerGen indicates 
dividend increases 



This announcement appears as a matter of record only. 


By Michael Smith 

POWERGEN, the electricity 
generator, yesterday announced 
a change in its dividend policy 
which could spell annual rises of 
at least 15 per cent 
It also declared an 18 per cent 
rise in pre-tax profits to £425m on 
turnover up 3 per cent to £3.l9bn. 

Sir Graham Day, chairman, 
said the company would reduce 
its dividend cover “over the next 
two to three years towards 2.5 to 
2.7 times”. The current figure is 
nearly 3J times after an 18 per 
cent rise in earnings per share to 
36-5p and a total dividend of 
loip, up 13.5 per cent 
Mr Bill Dale, utilities analyst at 
SG Warburg Securities, said 
annual dividend rises of 19 per 
cent were in prospect for the next 


three years. 

Shares in PowerGen rose 12^p 
to 368p. National Power, the 
other main generator, gained 9p 
to 353p on hopes it would follow 
suit on dividends. 

PowerGen’s improved profit- 
ability was helped by the com- 
pany becoming the largest single 
supplier to the competitive, non- 
franchise market of large indus- 
trial and commercial customers. 
Sales increased by 42 per cent to 
more than 17 terrawatt hours, 
and the company expects a 10 per 
cent advance this year. 

A considerable reduction was 
made in operating costs. Salaries 
and overheads were down by 
gipim to £563m and the number 
of employees fell 1,100 to 4,900. 
This compares with more than 
9,000 three years ago. 


Mr Ed Wallis, chief executive, 
said the dividend policy change 
had been made passible by the 
removal of several uncertainties, 
including the completion of the 
coal review and the signing of 
five-year coal contracts. 

It was unlikely PowerGen and 
National Power would be referred 
by the electricity regulator to the 
Monopolies and Mergers Commis- 
sion: “Stephen LiUlechild will 
want to say look at what I have 
done’ rather than 'look at what 
the MMC has done'.” 

The likelihood of a reference 
was also diminished by the 
decline in PowerGen’s market 
share. Mr Wallis said this could 
fall to about 22 per cent by 
1997-98, against 29 per cent 
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Big 6 experience black year 


■ Per forman ce breakdown of the Big. 6 
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lly Andrew Jack 

FIVE of the UK’s “Big 6” 
accounting firms suffered a fell 
in fee income last year, acc or ding 
to figures released yesterday. 

Only Andersen - comprising 
Arthur Andersen and Andersen 
Consulting - increased its 
Income, which jumped by 17.5 per 
cent to £38&6m ($598.44m) in the 
year to March 31. 

That caused the firm to rise 
from sixth to fourth In terms of 
fee income, just £2m ($3.08m) 
behind Ernst & Young. Price 
Waterhouse fell from third to 
fifth and Touche Ross became 
the smallest of the Big 6. 

Coopers & Lybrand remained 
the largest, but also reported the 
biggest decline, down 4J2 per cent 
to £553m ($S51.62m) in the year to 
May L In 1991-92 it was the only 
one of the Big 6 to report an 
decline. Total fee income gener- 


ated by the firms rose by just 
tfl-Sm to nearly £2.6bn. The num- 
ber of partners across the firms 
fell by L4 per cent to 2,797 and 
the number of other professional 
staff by 6.4 per cent to 29,601. 

Mr Ian Brindle, senior partner 
at Price Waterhouse, said: “It has 
been a very hard, lousy pind. 
The recession has had an impact 
on our clients which reflects 
directly on us." 

Audit, tax and consulting ser- 
vices performed least well across 
mast of the firms, generally offset 


by rises from insolvency and cor- 
porate reconstruction work. 

Mr Roy Chapman, senior part- 
ner at Arthur Andersen, said: “It 
pays to be modest, but I can’t 
really disguise my pleasure. We 
are pleased but not surprised. We 
have followed a reasonably clear 
strategy, with the right type of 
people pursuing the right sort of 
client' 

Hie figures in the table have 
been compiled by the firms with 
year-ends adjusted to make the 
data comparable. 


April 1993 


£1 66,600,000 

Limited Partership Interests 

CWB Capital Partners 

A fund managed by 

CWB Capital Partners Limited 


The private placement of limited partnership 
interests in this fund has been arranged on a global 
basis with institutional and individual investors. 


CWB Capital Partners Limited Salomon Brothers Inc 
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INTERNATIONAL COMPANIES AND FINANCE 


Second rights issue in 
a year for BK Vision 


By Ian Rodger fan Zurich 

BK VISION, the Swiss 
investment holding company 
specialising in financial compa- 
nies, is raising SFr220m 
(4151m) In its second rights 
issue in less than a year. 

BK, which was formed by Mr 
Martin Ebner's BZ Bank in 
October 1991. recently 
attracted attention by contest- 
ing decisions by the board of 
Union Bank of Switzerland. BK 
is the largest UBS shareholder 
with a 15 per cent stake worth 
SFrfflOm. 

Mr Kurt Schfltknecht, man- 
ager of BK, said that the 
rights issue would enable 
the company to increase its 
investments and would 
increase the liquidity of its 
shares. 

The issue is on the basis of 
one for every five registered or 
bearer shares held at 220 per 


cent of nominal values; that is, 
SFrl.100 for each new bearer 
share and SFr220 for each new 
registered share. 

The net asset value of BK, 
which also holds shares in Zur- 
ich Insurance and Leu Holding 
has jumped from SFV728m 
when its last rights issue was 
launched in August. 1992 to 
SFrl.27bn (SFTL273 per bearer 
share) mi Friday. 

Mr Schiltknecht said BK 
believed that financial shares 
would continue to perform 
welL 

The economies of most 
industrialised countries were 
bottoming out, interest rates 
would continue to fall and 
restructuring in the banking 
sector was accelerating. 

He said trading in BK shares 
had picked up significantly in 
recent months, partly in 
response to the company 
be ginning to market itself in 


Germany, and the directors 
were uneasy about the price of 
the hearer share, at SFrl.275, 
being so close to the net asset 
value. 

BK*s strategy, which has 
aroused controversy is Swiss 
financial circles, is to hold sig- 
nificant stakes in a small num- 
ber of financial institutions 
with a view to having some 
influence on their strategic 
direction. 

JEariy this year, the company 
publicly objected to the deci- 
sions of the UBS board to evict 
a director and to create new 
capital that could be used with- 
out prior shareholder authoris- 
ation. 

In its latest interim report to 
April 30, BK said only that it 
regretted the UBS decisions. 
Mr Schiltknecht said yesterday 
that the directors were still 
assessing what, if any, further 
action to take. 


Recovery in passenger traffic 
boosts BAA full-year results 


By Paul Betts, 

Aerospace Correspondent 

BAA, the privatised UK 
airports operator, reported a 49 
per cent advance from £l91m 
to £285m ($188m) in pre-tax 
profits for 1992-93, helped by a 
recovery in passenger traffic 
and retail sales, at its main air- 
ports. combined with sharply 
higher productivity. 

Passenger volume at BAA 
airports rose by 8 per cent to a 
record 77.7m for the year to 
March 31 from 72m in 1991-92. 
After falling 3.7 per cent in the 
opening half, passenger reve- 
nue improved by 2h per cent 
in the second six months. 

The company said the recov- 
ery in passengerspending 
reflected an improvement in 
the general economic outlook 
as well as the positive impact 
of sterling’s devaluation. 

Retail income, which rose 
10.5 per cent to £321.7m, was 
set to overtake traditional 
income from airport landing 
charges over the next 18 
months as BAA continued to 


expand that side of the busi- 
ness. 

Income from airport charges 
grew only 1.7 per cent to 
£369.3m, despite the 8 per cent 
increase in passenger traffic, 
reflecting tougher Civil Avia- 
tion Authority regulations. 

Overall, revenues rose 5.5 
per cent to £952m. 

Sir John Egan, chief execu- 
tive. described a 7 per cent rise 
in underlying pre-tax profits, 
before provisions and gains 
from asset sales, as “very 
sound” in a testing climate for 
the aviation industry. The 
company was now “cleared 
and ready for take-off”. 

He was confident BAA would 
show much higher annual 
profit growth over the medium 
to long term, compared with 
its forecast of an annual aver- 
age traffic rise of 4 per cent 

Underlying profits rose to 
£297m (£279m). They included 
lower property provisions of 
£2Sm (£55ra). reduced staff 
restructuring costs of £5m 
f£36m), a £5m charge for retire- 
ment benefits and a £24m gain 


from the sale of the electricity 
distribution network. 

Productivity increased 27 per 
cent Staff numbers fell 19 per 
cent to 8,417. 

The company had a positive 
cash flow for the first time 
since it was privatised seven 
years ago, with a net cash 
inflow of £163m. Borrowings 
were cut by £102m, reducing 
gearing from 50 to 36 per cent 

The rash flow improvement 
reflected lower capital expendi- 
ture as well as higher profits 
and the sale of the electricity 
system, said Mr Nigel Ellis, 
finance director. 

He said BAA should also be 
cash positive this year but only 
by a grnaii amo un t 

Capital spending was lower 
because the company had been 
able to obtain better value for 
money in part as a result of the 
recession in the construction 
industry. 

Earnings per share rose 37 
per cent to 41.7p from 30.4p. A 
final dividend of 9.75p lifts the 
total to 16p from l<L5p. 
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SME buys 
Spanish 
catering 
outlets 

By Haig Sunonlan 

SHE, the Italian 
state-controlled foods, catering 
and retailing group which is 
due to be prrratised, has taken 
another step in its foreign 
expansion with a plan to 
develop about 100 motorway 
catering outlets in Spain, 
creating 3,000 jobs. 

Autogrill, SHE’S catering 
subsidiary, is buying 50 per 
cent of Procace. a catering off- 
shoot of the Spanish Cepsa oil 

and ffhamirals gTOUp. 

The two companies will 
build 15 new motorway restau- 
rants in a first development 
phase, which will then be 
extended with the construc- 
tion of about 10 new restau- 
rants a year over the next 
decade. 

Autogrin did not reveal how 
much the stake had cost, nor 
the size of its future Spanish 
investments. A company offi- 
cial said the Spanish motor- 
way catering network was rel- 
atively undeveloped and 
offered considerable opportun- 
ities. 

Autogrin has beat seeking 
to expand beyond the mature 
Italian market, in which it is 
the dominant force. The group, 
which has 328 motorway cater- 
ing outlets, along with 44 res- 
taurants in Italy’s main cities, 
claims to be Europe's third 
biggest catering group. The 
company had sales of about 
Ll.lOObn (S742m)and operat- 
ing profits of L38bn last year. 

Its roadside restaurants are 
a familiar sight on Italy’s 
autostrade, while its city-cen- 
tre catering activit ies are now 
being restructured. 

Earlier this year, Autogrin 
ex te nded its foreign operations 
by buying “4 Pentes", a 
French motorway catering 
concern owned by the Elitair 
group. 

The company is the third 
biggest motorway catering 
operator in France, with 15 
sites and sales of about U7bn. 
When the deal goes through in 
October, the sites wJU be mod- 
ernised and redeveloped. 

No price for the French 
transaction was revealed. 


Fondiaria debts put at L2,000bn 


3 : 


By Haig Simon ia n In Wan 

FONDIARIA, Italy’s third 
biggest private-sector insur- 
ance group, which posted con- 
solidated losses of about 
L580bn (S392m) last year, is 
believed to have run up debts 
of about L2.000bn to finance 
foreign insurance expansion 
and diversification at home. 

The debt estimate, yet to be 
confirmed at Fondiaria's 
annual meeting, is appreciably 
higher than formerly believed. 
Tbe size of borrowings indi- 
cates the task facing the 
group’s new management 
under Mr Arrigo Bianchi di 
Lavagna, appointed managing 
director earlier this year. 

The debts stem from Fon- 
diaria’s investment in 
Aachener und MQnchener 


BeteUigungs, Germany’s sec- 
ond-biggest insurer, and expan- 
sion into areas such as hotels 
and clinks in Italy. 

The German venture, effec- 
tively wound up last month 
with the DM9S5m (4615.6m) 
sale of Fondiaria's 21 per cent 
stake in AMB, cost about 

DMObn, wriniiing financing 
charges. No figures are avail- 
able for the size of the domes- 
tic diversification. However, 
the move into hotels and clin - 
ics , involving mfl i mg anont as 
well as ownership, is not 
believed to have been profit- 
able. 

Mr Bianchi di Lavagna, in 
his first newspaper interview, 
said about U85bn of last year’s 
losses stemmed from difficul- 
ties in reinsurance, handled by 
tiie bolding company on behalf 


of subsidiaries. A large propor- 
tion had come from “stop loss 
policies for one subsidiary. 

Eaminys had also been tat 
by extraordinary tosses on 
equity stakes, notably AMB 
ami die diversified operations, 
and by interest charges on bor- 
rowings. 

He said turning round the 
Fondiaria group, which com- 
prises La Fondiaria Assicuraz- 
j onj La Previdente and Milano 
Assicurazioni as its three main 
operating subsidiaries, 
involved tariff increases and 
more selective vetting of pot- 
ties on the loss-making third 
party car insurance side. 

The group is Italy's leader in 
third-party motor risks, with 
over 13-5 per cent of the mar- 
ket Fondiaria would also have 
to reinforce and “re-educate" 


its sales agents to sell a wider 
range of policies and products, 
he said. 

The group has already indi- 
cated it intends to sell non-core 
activities to reduce debts. 
Negotiations on the disposal of 
Banca Mercantile, a 13-hranch 
Florence-based bank owned 
jointly with Ferruzzi, are 
already under way. 

Other assets suitable for dis- 
posal include the group's five 
hotels and health activities. 
However. Mr Bianchi di Lav- 
agna stressed the company 
would avoid a fire sale, and 
was currently weighing up the 
possibility of using a bank 
intermediary to obtain the pro- 
ceeds for its stakes in AMB 
and the EPIC insurance part- 
nership ahead of the May 1994 
payment date. 


PowerGen signals big rises in dividends 


By Michaai Smith ki London 

POWERGEN. the UK elec- 
tricity generator, yesterday 
announced a change in its divi- 
dend policy which could mean 
rises of at least 15 per cent 

It also declared an 18 per 
cent rise in pre-tax profits to 
£425m (4654.5m) on turnover 
up 3 per cent to £3-19bn. 

Sir Graham Day, e frah - mar^ 
said the company would 
reduce its dividend cover “over 
the next two to three years 
towards 2^ to 2.7 times". The 
current figure is nearly 3J> 
times after an 18 per cent rise 
in earnings per share to 3&5p 


and a total dividend of lOJSp, 
np 13L5 percent 
Mr Bill Dale, utilities analyst 
at SG Warburg Securities, said 
anrm a l dividend rises of 19 per 
were in prospect fear the 
tint three years: “It could eas- 
ily be in the 20 s.” 

Shares in PowerGen rose 
12£p to 368p. National Power, 
the other main generator, 
gamad 9p to 353p on hopes it 
would follow suit on dividends. 

PowerGen’s improved profit- 
ability was helped by the com- 
pany becoming the largest 
single supplier to the competi- 
tive, non -franchise market of 
large industrial and commer- 


cial customers. Sales increased 
by 42 pa - to more than 17 
terra watt hours, and the com- 
pany expects a 10 per cent 
advance this year. 

A considerable reduction 
was made in operating costs. 
Salaries and overheads were 
down by £191m to £563m and 
the number of employees fell 
1,100 to 4,900. This compares 
with more than 9.000 three 
years ago. 

Mr Ed Wallis, chief execu- 
tive, said the dividend policy 
change had been made possible 
by the removal of several 
uncertainties, including the 
completion of the coal review 


and the signing of five-year 
coal contracts. 

“The White Paper did not 
change anything,” he said. 
“The government decided we 
could continue to make our 
own decisions." On the level of 
strategic coal stocks that 
should be held by the genera- 
tors, PowerGen thought 4m 
tonnes was about right, 
against current stocks of 15Jka 
tonnes. 

Mr Wallis said he (fid not see 
a long term future for High 

Ma mham and Drakelow power 

stations. Offers for them would 
be considered. 
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INTERNATIONAL COMPANY NEWS IN BRIEF 


OSHAWA Group, one of 
Canada’s top three food 
wholesalers and retailers, says 
first quarter net profit 
rose 33 per cent to C$7.6m 
(USS598m), or 21 cents a share, 
writes Robert Gihbens in Mon- 
treal. 

The upturn was due mostly 
to acquisitions completed in 
1992. Sales for the quarter 
increased 24 per cent to 
CSl^Tbn. 

Oshawa expects improving 
results through the rest erf this 
year as acquisitions in western 
Canada and in Quebec are 
fully absorbed. These have 


reduced reliance on the central 
Ontario market The network 
now totals 900 corporate and 
franchised supermarkets 
nationally. 

Oshawa earned C$41 or 
C$1.14 a share, in 1992. up 19 
per cent, on a revenue gain of 
8.5 per cent to CS5.01bn. The 
company is seeking more 
regional acquisitions. 

■ TRANSOCEAN of Norway 
and US-based Global Marine 
have signed a letter of intent 
on the joint ownership and 
operation of rigs. Renter 
reports from Oslo. 


“The intention is that Tran- 
socean’s three 300ft jack-up 
rigs. Transocean No 5. No 6 
and No 7, together with Glob- 
al's Glomar Moray Firth 
1 . . . shall be jointly owned 
by Transocean and Global on a 
50/50 basis.” a Transocean 
statement said. 

Rigs 6 and 7 will be moved to 
the Gulf of Mexico where they 
win be marketed and operated 
by Global. Transocean and 
Global will also form a strate- 
gic affiance on integrated ser- 
vices. 

The deal means Global will 
pay Transocean 48.5m. 


■ QUICK HAMBURGER, the 
restaurants group, a unit of 
Belgian retailer GIB Group, 
said it was preparing a list- 
tag on the Brussels stock mar- 
ket, Reuters reports from 
Brussels. 

“A dossier is being prepared 
in view of a bourse listing of 
shares in Quick restaurants in 
the near future.” Quick said in 
a statement 

Quick, which runs 210 
restaurants in France, Belgium 
and Luxembourg, said its 1392 
consolidated net profit jumped 
to BFr346m ($l0.4m) from 
BFr299m a year earlier. 


NOTICE OF REDEMPTION 

SRF MORTGAGE NOTES 1 PEC 

Class A Mortgage Backed Floating Rate Notes 
Due March 2021 

NOTICE IS HEREB1 GIVEN to ihc holders of the Class A Mortgage Barked Floating Rate Note*. Due 
March 2021 ft he "Cl a.v> V Notes"} of SKF Mortgage Nates I PLC (the "Issuer") that, pursuant to the Trust 
Deed dated 20th March. 1989 (the Trust Deed*), between the Issuer and the Law Debenture Trust 
Corporation p.l.e.. as Trustee, and the Agency Agreement dated 20th March. 1989 (the "Agency 
Agreement"), between tbe Issacr and Morgan Guaranty Trust Company of New York (the "Principal 
Paying Agent*) and others, the Issuer has determined that, in accordance with the Redemption 
provisions set out in the Terms and Conditions of the Class A Notts, Available Funds as defined in the 
Tcrm> und Conditions in the amount of £10.800,000 will be utilised on 22nd Jnne, 
1993 (the* Redemption Date") to redeem a like amount or Class A Notes. The Class A 
Notes selected by drawing in lots, of £100,000 for redemption on the Redemption Date 
al a redemption price (the "Redemption Price”) equal to their principal amount, together 
with arrrueiJ interest thereon are as follows: 

OUTSTANDING CLASS A NOTES OF £100,000 EACH BEARING 

THE DISTINCTIVE SERIAL NUMBERS SET OUT BELOW 







Bearer Notes 






tl 

33 

36 

46 

57 

60 

65 

89 

90 

124 

136 

152 

137 

178 

189 

1*4 

206 

207 

209 

215 

222 

236 

257 

266 

278 

298 

308 

321 

388 

390 

405 

417 

420 

422 

433 

437 

439 

434 

456 

458 

466 

471 

478 

483 

501 

517 

545 

549 

5.79 

589 

610 

612 

619 

620 

641 

658 

666 

691 

713 

719 

727 

749 

754 

762 

827 

852 

887 

891 

896 

901 

905 

912 

*14 

921 

929 

931 

935 

945 

948 

950 

952 

959 

962 

963 

965 

%ti 

967 

980 

982 

997 

1247 

1248 

1262 

12 M 

1301 

1305 

1 30 V 

1318 

1331 

13-43 

1446 

1451 

1457 

1473 

1474 

1476 

1491 

1498 

Tire CW- A Note* 

which are as follows: 

may be *urmi(lrml for redemption 

at tbe specified office of 

any of the Paying Agents. 


Morgan Guaranty Trust Company 
of New York 

60 Victoria Embankment 
London EC-IY 0JP 


Morgan Guaranty Trust Company 
of New York 
Avenue des Arts 35 
B-1040 Brussels 


Banqne Paribas 
(Luxembourg) S.A. 
10a Boulevard Royal 
L-2093 Luxembourg 

in respect of Bearer Class A Nttfm. the Redemption Price will be paid upon presentation and surrender of such 
Noles together with all unmatured Coupons appertaining thereto, on or within a period of ten years 
and five years respectively, after the Redemption Date. Such payment will be made (i) in sterling at the 
a perilled office of the Paying .Agent in London or (ti) at any specified office of any Paying Agrnt listed 
above by sterling cheque drawn on, or at the option of the holder by transfer to a sterling account 
maintained by the payee with, a Town Clearing branch of a bank in London. On or after the Redemption 
Dale intense shall rente lit accrue on the Clans A Notes which arc the subject of tfus Notice of Redemption. 

SRF MORTGAGE NOTES 1 PLC 

By: Morgan Guaranty Trust Company 
os Principal Paying Agent 
Dated: 8th June, 1993 


Notice of Fourth Amendment 
of 

Series 1991^2 Supplement 

Notice is hereby given to the 
Purchasers of Floating Rate 
Certificates Issued pursuant to the 
Series 1991-2 Supplement dated 
as of December 16. 1991 (“Series 

1991-2 Supplement’) among 
SFA Finance Company, Saks & 
Company. Chemical Bank, as 
successor by merger with 

Manufacturers Hanover Trust 
Company, as administrative agent 
and Bankers Trust Company, not 
in its individual capacity but solely 
as trustee of (he SFA Master Trust 
that the Fourth Amendment dated 
as of May 20, 1993 lo the Series 
1991-2 Supplement has been 
executed and delivered by the 
parties thereto pursuant to which 
the Class B Percentage (as 
defined in the Series 1991-2 
Supplement) has been reduced to 
6% from 8% and certain conform- 
ing changes applicable thereto 
have been made. 

SFA MASTER TRUST 1991-2 

By: Bankers Thist Company 

as Trustee 


Dated: June 8, 1993 
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Kingdom of Norway 

U.S. $200,000,000 

Floating Rate Notes due 
December 2002 

Fov the Interest Period 7th 
June, 1993 to 7th December, 
1993 the Notes will carry a 
Rate of Interest of 5% per 
annum with Coupon Amounts 
of U.S. $127.08 per US. 
$5,000 and U.S. $2,541.67 
per U.S. $100,000. The rel- 
evant Interest Payment Dare 
will be 7th December, 1993. 


QBaoltenTnoi 


Cempaay, London Agent Bant 

3nlJonc. Iffl 


VOLKSWAGEN AG 

Wolfsburg 

Payment of Dividend 

Notice is hereby given to shareholders that following a resolution 
passed at the Annual General Meeting of shareholders held on 3rd 
June, 1 993 a dividend for the financial year ended 31 St December. 
1992 will be paid, as from 4th June. 1993 at the rate of DM 2.00 per 
ordinary share of DM 50 nominal value against presentation of 
coupon No. 32 and DM 2 00 per eligible preferred share of DM 50 
nominal value against presentation of coupon No. 7. 

All payments wit! be subject to a deduction of German tax at a rate 
of 25 per cent. and. in the absence of evidence as to the recipient's 
non-residence in the United Kingdom, a further deduction of United 
Kingdom income tax at a rate of 5 per cent. 

Coupons should be lodged with 

S.G. Warburg & Co. Ud. 

Paying Agency. 2 Finsbury Avenue. London EC2M 2PA 

from whom appropriate claim forms can be obtained. 

Coupons will be paid at the rate of exchange on the day of presentation. 

Under certain conditions, shareholders restdng in the United Kingdom 
can daim a partial refund of the deducted German tax in accordance 
with the double taxation treaty between the United Kingdom and 
Germany. The German tax chargeable in accordance with that treaty 
is treated as a credit and can be set against the income tax liability 
of a shareholder resident in the United Kingdom. The Company's 
United Kingdom payrng agent will, upon request provide shareholders 
or their agents with the appropriate form to enable a refund request 
to be made to the German taxation authorities. 


Wolfsburg. June 1993 


Tbe Board of Management 


NIPPON CHEMI-CON 
CORPORATION 

U.S. $80,000,000 

Guaranteed Floating Rate 
Notes due 1996 
(Coupon No. 5) 

In accordance with the conditions of the Notes, notice is 
hereby given that for the six-month period from 
8th June 1993 to 8th December 1993 (183 days) the Notes 
wffl carry an interest rate of 3.7875% p.a. Relevant 
interest payments will be as follows: 

Notes of U.S. $10,000 
U.S. $192.53 per coupon. (No. 5) 

THE SANWA BANK, LIMITED 
Agent Bank 


U.S. $125,000,000 

GfE4T LKE* FEDERAL DOMINO 


Collateralized Floating Rate Notes 
Series A due December 1997 

In accordance with the provisions of the Notes, notice is hereby 
given that for foe three months Interest Period from June 8, 1993 
to September 8, 1993 the Notes will carry an Interest Rate of 
3.6875% per annum. The interest payable on the relevant payment 
date. September 8, 1993 wiB be U.S. $94236 per U.S. 5100,000 
principal amount of Notes. 


By: The Chase Manhattan Bank, NJL. 
London, Agent Bank 

June 8, 1993 


o 


CHASE 


This announcement appears as a matter of record only. 


EGEBANK A.S. 

US$ 20,000,000.00 
Export Finance Facility 


ARRANGERS AND LEAD MANAOTTRS 

Abu Dhabi Commercial Bank Saudi American Bank 

LEAD MANAGERS 

Arab Banking Corporation (B.S.C.) Merrill Lynch Capital Services Inc. 

PARTICIPANTS 


First Gulf Bank 


Banco Atlantic., S.A. Bank BrnsseU Lambert S.A. 

Banque Fran^aise du Commerce Exterieur Doha Bank Ltd. 

National Westminster Bank 

Soci6te G6nerale 


AGENT 

Saudi American Bank 


April 1993 


WOOLWICH 
-Building Society - 

£100,000,000 
Floating rate notes 
due 1996 

Notice is hereby gioen that the 
notes will hear interest at 
6.0S75% per annum firm 
4 June 1993 to 6 September 
1993. Interest payable on 
6 September 1993 util I amount 
la S156. 77 per £ 10.000 note 
and 51,567.74 per 5100.000 
note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


BanktFlreiana 

U.S. 4300,000,000 

Variable Rate Notes 


Notice b 
fo"i)are4 



TOP FINANCE (BERMUDA) Q LTD 
UStZSJXHUJOO 

floating rate notes DUE Htto 

M ouca l a hereby given Uurt tar Uu> 
peri«d from 7 June 1993 


As Agent Bank 


Fmi International Finance 
(Australia) Limited 

Tranche A USX 60,000000 
Fkntmg/Fixed ilaae Guaranteed 
Bonds 200] 

hWitatRaie : 18125 pj. 
htasMBBrind : fomOdiJmc. 1993 
•otohSeptanba.1993 
payable per USS SOjOOO 
Notes : US$487. 15 

By Fuji Bank {Lnembaas) S Jl. 
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Shooting Star aims for domination 

Simon Holberton charts the rise of the Hong Kong TV broadcaster 


I n the emerging battle for 
the attention of Asia’s tele- 
vision viewers, Star Televi- 
sion, the Hong Kong-based sat- 
ellite TV company, is no 
shrinking violet 
Talk to senior Star execu- 
tives and you wfll hear fore- 
casts of dramatic growth 
within the industry. They pre- 
dict the number of broadcast 
TV cha nne ls to expand from 
the current five “free-to-air" 
channels to anything from 80 
to 100, mostly pay channels, by 
1996. 

Underlying this outlook is a 
strategy of dominance in the 
skies - by seeking to corner 
available, and soon to be avail- 
able, satellite capacity - and 
on the ground by tying down 
cable TV distributors. Com- 
pany executives say money is 
not a problem. 

The main reason for this , 
they say, is Star’s owner. Star 
is 50 per cent owned by Mr Li 
Ka-shing, one of Hong Kong’s 
wealthiest men. with the rest 
owned by Hutchison Wham- 
poa, which Mr Li also controls. 
Another reason is that of the 
$600m committed in 1991 to 

STAR Television will become 
the sole supplier to Wharf 
Cable, the cable television arm 
of the Wharf group, of interna- 
tional television programmes 
for Wharfs cable network in 
Hong Kong, the two compa- 
nies said yesterday. 

Wharf, which was recently 
awarded a pay TV licence, 
plans to be operating a cable 
network in October. Initially it 
will transmit 20 rhanm»i« on a 
subscription basis. 

Star and its sister company 
Media Assets, which buys pro- 
gramming, only $360m has so 
far been spent 
Star began broadcasting in 
May 1991 and by the end of the 
year it had five “free-to-air” 
c hann els running 24 hours a 
day. According to research 
commissioned by Star, by Feb- 
ruary this year more than 45m 
viewers, in 38 countries from 
China to Tn rinnp$in and Japan 
to Afghanistan, were t uning 
into one of its five chan- 
nels. 

It is these sort of figures that 
have attracted US and British 
media companies. The initial 
interest from Mr Rupert Mur- 
doch's News Corporation and 
Pearson, the diversified UK 
conglomerate, was for equity 
participation in Star TV itself. 


These preliminary discus- 
sions are believed to have 
foundered on the issue of con- 
trol Star executives say ‘that 
Mr Li, for the foreseeable 
future, does not want to cede 
control of the network to any 

outsider. 

Mr Murdoch appears to have 
retreated to consider his nex* 
move, while Pearson's current 
aim, these executives say, is 
now more modest. It could 
result in joint venture deals Cor 
an English-language education 
channel - which would dove- 
tail well with Pearson's educa- 
tional books expertise - and 
cooperation on a planned busi- 
ness news channel 

Indeed Star’s preferred rela- 
tionship with potential part- 
ners is of the joint venture 
type. Four of the five c hanne ls 
it currently broadcasts - BBC 
World Service News, MTV. 
Prime Sports and a Mandarin 
Chinese station - are this type 
of arrangement. 

“We want to do partnership 
deals at channel level” says 
Mr Julian Mounter, Star’s 
recently installed chief execu- 
tive. “We are talking to a lot of 
people about equity in chan- 
nels. There has been consider- 
able interest in wanting to 
invest in our free-to-air service, 
or our subscription service.” 

By the end of this year, or 
early next year. Star plans to 
begin broadcasting five more 
pay-TV channels. As satellite 
capacity expands so Star plans 
to acquire the use of more 
transponders, or transmitters, 
and push out more TV chan- 
nels. especially pay channels. 

“When we start subscription 
services we will be able to 
move from pan-regional to a 
whole series of national oppor- 
tunities,” Mr Mounter says. 

Star is also investing in new 
broadcast technology - based 
on digital compression - and 
may well be the first commer- 
cial broadcaster to use it. Digi- 
tal compression allows a single 
transponder to broadcast up to 
eight separate TV channels at 
once. 

T he company currently 
broadcasts on an Asia- 
Sat satellite - Hutchi- 
son owns a third of AsiaSat, 
together with Cable and Wire- 
less and Otic, Beijing’s inter- 
national investment arm - 
where it has 11 transponders 
(of 24) and exclusive rights to 
broadcast TV inter n at i o n a ll y. 
AsiaSat plans to launch 






Li Ka-shing-. may have to consider outride equity participation 


AsiaSat2 towards the end of 
1994 or early 1995 and APT Sat- 
ellite. a mainland Chinese con- 
sortium, will launch Apstar2 
around the same time. Both 
satellites will have large “foot- 
prints" - the area where a TV 
signal can be received - cover- 
ing up to 75 per cent of the 
world’s population and extend- 
ing from Tokyo to Berlin and 
Ulan Bator to Hobart 

Star has an option to take 
eight transponders on Asia- 
Sat2. of a total of 32. It was 
recently reported that it has 
signed a $350m deal with APT 
to lease 20 of Apstar2's 34 
transponders. When asked if 
the report were true, Mr 
Mounter was evasive, only say- 
ing; “We have a deal with 
AsiaSat and nothing has 
changed.” 

In both cases. Star is 
believed to be seeking exclu- 
sive rights, thereby squeezing 
out potential US and European 
competitors which might want 
to start a rival network. But 
Star’s position is not as strong 
as it may want others to 
believe; it is based as much on 
weakness as it is on strength. 

If Star is to realise its ambi- 
tion to corner the market it 
will need the outside capital 
which cooperative deals with 
other operators or program- 
ming providers brings. The Li 
family may even have to con- 
sider outside equity par- 
ticipation at the company level 
in addition to the channel 
level. 

The costs of leasing trans- 
ponders are high - Sl-25m to 
$1.5m a year each - and so is 
investment in new broadcast 
technology, snch as digital 
compression. Star is reluctant 
to talk about costs associated 


with this and the cost of its 
back-up satellite station in 
Thailand. 

An indication of size of the 
start-up costs and their impact 
on a large company was given 
in 1991 when Hutchison, Star's 
joint owner, made a controver- 
sial change to its accounting 
policies. For its telecoms and 
media businesses it changed 
from the accepted accruals 
method of accounting to one 
where costs and revenues are 
accounted for as they are paid 
or received. Also, it decided to 
amortise start-up costs and 
expenses over periods of up to 
10 years. 

S tar will provide no details 
of its financial situation, 
including advertising rev- 
enues. Mr Mounter claims that 
advertising revenues are grow- 
ing strongly. He also contends 
that Asia is a more homoge- 
neous adve rtisin g market than 
Europe. “Asians have more of 
corporate view of life. They do 
not have a resistance to pan- 
national campaigns," he 
claims. 

Star appears closer to crack- 
ing one early problem it 
encountered: programming. 
There was early resistance to 
selling Star “software" because 
it was broadcast to so many 
countries. Providers were con- 
cerned that they could not sell 
theirs in local markets. 

“To distribute to 38 countries 
is expensive," says Mr 
Mounter. “The profit, after 
expenses, of distributing to 
them all Is small So when they 
equate what they can get from 
coming to a one-stop-shop like 
us with the difficulties of reve- 
nue collection in Asia they are j 
beginning to think a gain " 


Merrill 
Lynch 
names new 
chairman 


By Patrick Harverson 
in New York 

MERRILL Lynch, the largest 
securities house in the US, 
confirmed yesterday that Mr 
Daniel Tolly, the firm’s presi- 
dent and chief executive, wfil 
replace Mr William Schreyer 
as chairman at the end of 
month when Mr Schreyer 
retires. 

The ascension of Mr Tolly to 
the top spot at Merrill was 
expected - when he was 
appointed chief executive in 
May 1992, the firm indicated 
that Mr Tally would eventu- 
ally take over from Mr 
Schreyer as chair man. 

Yesterday’s announcement, 
however, leaves open who is to 
succeed Mr Tally. 

Among possible candidates 
for the top post are the two 
executives who ran Merrill’s 
most successful business 
groups - Mr John Steffens, 
bead of the firm’s individual 
investor business, and Mr 
Barry Friedberg, the invest- 
ment banking supremo. 

• Alliance Communications 
has filed a preliminary pro- 
spectus with Canadian securi- 
ties regulators for a public 
offering of common shares, 
Reuter reports from Toronto. 

The issne is being under- 
written by Midland Walwyo 
Capital Wood Gandy, Gordon 
Capital Corp and Marleau 
Lemire Securities. 
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The FT proposes to publish this survey on 
June 17 1993 

It will be seen by leading international businessmen 
in 160 countries worldwide. 

If you would like to promote your company’s 
activities to this important audience, please contact : 
Patricia Surridge 
in London 
Tel: (071) 873 3426 
Fax: (071) 873 3428 
or 

Nina Kowalewska 
in Warsaw 
Tel: (22) 48 97 87 
Fax: (22) 48 97 87 
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All of these securities having been sold, this announcement appears as a matter of record only. 


June, 1993 
Concurrent Worldwide Offering 


7,500,000 American Depositary Shares 

Representing 
37,500,000 Ordinary Shares 

Fila Holding S.pA 


«K A.S 


All of these securities having been soft/, this announcement appeals as a matter of record only. 


June 1993 


Price $18 Per American Depositary Share 


5*£V Fn'ii.-t 


> V % > 




&£***«- - 


iVW i > 




2,070,000 Shares 


% 

General Signal Corporation 


Common Stock 


Donaldson, Lufkin & Jenrette 

Securities Corporation 


The First Boston Corporation 
Lehman Brothers 


Morgan Stanley & Co. 

Incorporated 

Salomon Brothers Inc 



Standa 


Standard Chartered PLC 

[tx&pon* * n*» l i * n * * pww 

US$400,000,000 Undated Primary Capital 
Floating Rate Notes (Series 3) 

In accordance with the provisions of the Notes 
notice is hereby given that for the Interest Period 
M June 1993 to 8th December ! 993 the 
Notes will cany interest at the rale of 3.5875 per 
cent, per annum. 

Interest payable on 8th December 1993 will 
amount to US$182.36 per US$10,000 Note and 
US$4,559.1 1 per US$250,000 Note. 

West Merchant Bank Limited 
Agent Bank 


CQMPAGNJE BANGURE 

COW* AGNE BANCAJRE 
FRF 800.000.000 
FLOATING RATE 
NOTES DUE 1997 
Notice is hereby given 
that pursuant to 
paragraph “Purchase and 
Redemption", (dl 
"Redemption at the option 
of the Noteholders', of 
the Terms and Conditions 
of the Notes, a nominal 
amount of FRF 4.500.000 
has been presented 
for redemption on the 
Interest Payment Date 
falling on June 16, 1993. 

Nominal amount 
outstanding after June 16, 
1993: FRF 560.640.000 
The Principe! Paying 
Ag ent S OGENAL 
SOCIETE GENERALE 
GROUP 

15, avenue Emile Reuter 
LUXEMBOURG 


Notice of Eany Redemption 

BANQUE NATIONALE 


ECU 75,000,000 
8%% Boris due 1995 

Notice is hereby given that pursuant 
to paragraph 6B) “Optional Re- 
demption’ of the terms and condi- 
tions of the Bonds, BNP has called 
tor redemption on 23rd July 1993 
fThe Redemption Date) all the out- 
standing Borate, at par. plus accrued 
Merest from 29tfi August 1992 to 
23rd July 1993. The Bonds will 
cease to accrue Interest on the 

Redemption Data 

Payment of principal wifi be made 
upon presentation and surrender of 
the Borate together with all unma- 

tured coupons at the offices of the: 

Principal Paying Agent 
Banque National* de Paris 
(Luxsmbourg) SJV. 

24 Boulevard Royal 
1-2952 Luxsmbourg 

Paring Agent 

Banque Nation* le d* Parts Pic 

8-13 King WSi ism Street 

London EC4P4HS 
Luxembourg, 8th June 1993 


This portion of the offering was offered outside the United States and Canada 

by the undersigned. 


2,300,000 American Depositary Shares 


Salomon Brothers International Limited 


Goldman Sachs International Limited 


Gemina Europe Bank S.A. 
Barclays de Zoete Wedd Limited 
Credit Suisse First Boston Limited 
Deutsche Bank 


Banca Commerciale Italians 


na Banque indosuez 

Credit Lyonnais Securities 
Daiwa Europe Limited 
S.G. Warburg Securities Ltd. 


This portion of the offering was offered in the United States by the undersigned. 


5,200,000 American Depositary Shares 


Salomon Brothers Inc 

Bear, Steams & Co. Inc. 
Dillon, Read & Co. Inc. 
Kidder, Peabod y & Co. 

Incorporated 

Merrill Lynch & Co. 
Morgan Stanley & Co. 

btcOrpO rttnd 


The First Boston Corporation 
Donaldson, Lufkin & Jenrette 

Soeurtttet Corporation 

Lazard Freres & Co. 


Goldman, Sachs & Co. 
Alex. Brown & Sons 

incorporated 

A.G. Edwards & Sons, Inc. 
Lehman Brothers 


Dain Bosworth 

Incorporated 

McDonald & Company 

SMWttlMjlW. 


Merrill Lynch & Co. Montgomery Securities J.P. Morgan Securities Inc. 

Morgan Stanley & Co. Oppenheimer & Co., Inc. PaineWebber Incorporated 

btcOfpOfOMd 

Prudential Securities Incorporated Smith Barney, Harris Upham & Co. 

tacarponSMl 

Wertheim Schroder & Co. Dean Witter Reynolds Inc. 

Incorporated 

Arnhold and S. Bleichroeder, Inc. Allen & Company William Blair & Company 

■ILUiyiM nw 

Dain Bosworth Kemper Securities, Inc. Legg Mason Wood Walker 

Incorporated Inoorporarad 

McDonald & Company Morgan Keegan & Company, Inc. Piper J affray Inc. 

SMutttosjm. 

Raymond James & Associates, Inc. The Robinson-Humphrey Company, Inc. 

Sutro & Co. Incorporated Tucker Anthony Wheat First Butcher & Singer 

Incorporated Ora**! Markets 

Adams, Harkness & Hill, Inc. Advest, Inc. Black & Company, Inc. 

Gruntal & Co., Incorporated Janney Montgomery Scott Inc. C.J. Lawrence Inc. 

Mabon Securities Corp. Needham & Company, Inc. Neuberger & Berman 

The Principal/Eppler, Guerin & flimer, Inc. Ragen MacKenzie 

Incorporated 

Rodman & Renshaw, Inc. Wedbush Morgan Securities 


Ragen MacKenzie 

I n corpo ra ted 


Wedbush Morgan Securities 
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THE OLYMPIC 
CONTENDERS: 
MANCHESTER 


The FT proposes to 
publish this survey on 


23rd June 1993. 
The FT prints 
simultaneously in five 
centres:- London, 
Roubaix, Frankfurt, 
New York and 
Tokyo and is 
circulated in 160 
countries. 

For a full editorial 
synopsis and details 
of available 

advertisement 
positions, please call: 
Brian Heron 
Tel: 061-834 9381 
Fax: 061-832 9248 
Alexandra Buildings, 
Queen Street, 
Manchester M2 5LF. 
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Government cuts 
hurt profits at 
Tata steel unit 


TATA Iron and Steel (Tisco), 
the flagship company within 
India's giant Tata group, 
reports a 40 per cent drop 
in net profits, to Rsl.27bn 
($40. 7m) for the year ended 
March, Reuter reports from 
Bombay. 

Tisco said margins had been 
pressured throughout the year 
by recessionary conditions. It 
is cutting the dividend from 
Rs3.5 to Rs2.5 a share. 

Mr Ratan Tata, chairman, 
said prospects would pick up 
this year as the economy 
revived, and if government 
spending on construction pro- 
jects rose. He hoped to main- 
tain this year's dividend. 

He expected sales to increase 
by 10 per cent in the current 
year, but declined to give a 
forecast for profits. 

Mr Tata said India's steel 
industry slipped Into recession 
last year after being hit hard 
by government spending cuts. 

He was optimistic about a 


revival in the current year. 
The company expects strong 
export sales to Asian markets, 
particularly China, 

Sales of products and ser- 
vices last year rose Bs3.65bn to 
Rs33.52bnu Volume in steel 
products rose 138,000 tonnes to 
i.87m tonnes. Steel production, 
at 2.08m tonnes, was 106.000 
tonnes higher. 

However, gross profit 
declined to Rs4.8lbn from 
RsS^Obn because of lower mar- 
gins, the company said. 

Tlsco said phase three of the 
company's modernisation pro- 
gramme had made good prog- 
ress during the year, adding 
that a new blast furnace was 
now in full operation. 

It said its hot strip mill was 
undergoing trials and would 
soon be fully operational. 
Other units of the modernisa- 
tion programme, as well as a 
new cement plant, would be 
completed in the current 12 
months. 


1EL sells undertaker 
business for A$102m 


Bruce Jacques in Sydney 


INDUSTRIAL Equity (IEL), the 
Australian investment group, 
has sold Pine Grove, Austra- 
lia's biggest undertaker, for 
A$102m (US$6$.3m). The buyer 
is Service Corp. the US funeral 
company. 

IEL, which is part of the 
Ads team group, said the sale 
would yield a book profit of 
about A$25m, and the proceeds 
could be used for payments to 
shareholders. 

The purchase is the first out- 
side North America by Service 
Corp, estimated to be the 
world's largest funeral com- 
pany. It will add about A$47m 
to its revenue. Pine Grove con- 
trols between 13 and 16 per 
cent of the Australian funeral 
market. 

Mr R. Waltrip, chairman of 
Service Corp. said the acquisi- 
tion represented the beginning 


of a truly global company. The 
deal is subject to Australia’s 
Foreign Investment Review 
Board. 

IEL is also in the throes of 
selling Its Woolworths super- 
market chain, which is the 
subject of a planned AS2.45bn 
public flotation. 

• Westpac Banking; the big 
Aust ralian bank, plans to sack 
12 per cent of the staff at its 
head office for New Zealand 
operations, Reuter reports 
from Sydney. Westpac cur- 
rently employs 700 people at 
the Wellington office. 

The decision to make staff 
redundant follows a review of 
the bank’s operations fay an 
independent consultant. 

The review “identified a 
number of activities and struc- 
tures that are no longer neces- 
sary for the current market 
environment and have been 
dispensed with”, the bank said. 


TCI enters 
Japanese 
cable TV 
market 


By Mictiiyo Nakamoto in Tokyo 


THE WORLD’S largest cable 
television operating company, 
Telecommunications (TCI) of 
the US, is entering the Japa- 
nese cable TV market via an 
investment in a unit of Sumi- 
tomo Corp, the Japanese trad- 
ing house. 

TCI is taking an 18 per cent 
stake in Cable Soft Network, a 
supplier of cable TV pro- 
grammes serving Japan's 160 
cable TV operators. It is cur- 
rently 100 per cent-owned by 
Sumitomo. 

The investment, which will 
cost TCI about Y3Q0m (S2.8m). 
reflects growing interest in the 
budding Japanese market 
from US cable TV companies. 

It follows a deal by Time 
Warner Entertainment Japan 
- SO per rant-owned by Time 
Warner of the US; 25 per emit 
by Toshiba; and 25 per cent by 
C.Itoh, the trading bouse - to 
provide technical assistance to 
a cable TV operator based in 
Fukuoka, in southern Japan. 

TCTs investment in CSN will 
provide Sumitomo with valu- 
able marketing and operations 
management expertise. 

The Japanese cable TV mar- 
ket is still in its Infancy com- 
pared with the US market. 
CSN, for example, was only 
founded in 1389, while TCI 
started in 1955. 

The US cable TV company 
serves more than iom custom- 
ers in 49 states, while the 
entire Japanese market is esti- 
mated to be only about 700,000 

households* 

However, the deal will pro- 
vide TCI with an early entry 
into a small, but growing, 
market The forecast for the 
year to March 1994 is for cable 
TV In Japan to reach lm 
households. 

The deal will also expand 
TCI’s global interests. It 
already has interests in 17 
franchise areas in the UK to 
provide both cable and tele- 
phone services in partnership 
with US West the telecommu- 
nications group. 

Time Warner said although 
it was Interested in Japanese 
cable TV, it had no specific 
plans yet to enter that market 


Merger provisions keep 
ABSA growth to 12% 
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By Philip Gawitti 
in Johannesburg 


Amalgamated Bank 
of South Africa 


AMALGAMATED Banks of 
South Africa (ABSA), the coun- 
try’s largest banking group, 
increased earnings per share 
by 12 per cent to 121 cents in 
the year ended March. It was 
the bank's first year of trading 
in its current form, after two 
large mergers In 1991 and 1992. 

The results, which were in 
line with analysts' expecta- 
tions, lag those of ABSA’s 
main competitors. This was 
blamed on numerous one-off 
costs attributable to the Janu- 
ary 1992 merger with Bankorp. 
Foremost among these were 
costs related to the retrench- 
ment of 5,000 staff and 
increased bad debt provisions. 

Mr Piet Badenhorst, chief 
executive, said given that the 
group had experienced a “crisis 
year”, the earnings perfor- 
mance was satisfactory. The 
bank is stepping up its divi- 
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dend by 10 per cent to 43.5 
cents a share. 

Net interest Income rose to 
R3.7bn (Si.Ubn) from R2.2bn 
before the merger. 

Bad and doubtful advances, 
however, rose by 73 per 
cent to R78lm, reflecting the 
legacy of poor lending at Ban- 
korp and ABSA’s more conser- 


vative provisioning policy. 

Total doubtful debt provi- 
sions, including provisions in 
subsidiaries acquired, rose to 
R1.87bn from R637m, or 2,86 
per cent of advances. _ 

Mr Badenhorst said ABSA 
bad "gone to great lengths to 
provide adequately” and hence 
anticipated this figure declin- 
ing in the year ahead, provided 
the state of the economy did 
not deteriorate. 

With other operating income 
rising to R4.7bn from R28bn. 
and operating expenditure 
increasing to R3.6bn from 
R2.2bn, pre-tax income 
advanced to Rl.08bn, against 
R670m. A large jump in the tax 
bill to R446.lm from Rl998m 
left net income, before extraor- 
dinary items, 39 per cent 
higher at R6S3.8m (R491.4m). 

The smaller increase (n earn- 
ings per share reflects the 24 
per cent rise in the number of 
shares in issue following the 
merger. 



Foschini advances 
25% to R103m 


By PhiBp Gawfth 


FOSCHINI, the South African 
clothing and jewellery retail 
group, overcame a difficult 
trading environment last year 
to record a 25 per emit increase 
in net attributable income to 
R103 -3m (3324m). 

Turnover rose 19 per cent to 
Rl.Zdbn for the year ended 
March. Operating profit was 
20.6 per cent higher at R225m. 
Earnings per share rose 25 per 
cent to 232 rants. 

Mr Stanley Lewis, rihairman, 
said it was difficult to predict a 
sustained economic upturn, 
but said Foschini was confi- 
dent of “an improved result” in 
the year ahead. 

He said the results reflected 
“our spread of stores, effective 
preparation in anticipation of a 
difficult year, and a commit- 
ment to managing costs, 
enhanced systems, and sharp- 
ened focus on product range”. 

Foschini had invested mare 
in the centralisation of group 
credit operations, and in strate- 


gic systems development Mr 
Lewis said. With new stores 
opened during the year, and an 
accelerated refurbishing pro- 
gramme, the group expanded 
by 20 to 713 stores. 

Foschini has four principle 
operating divisions - Foschini. 
American Swiss, Markhams, 
and Pages - which together 
retail clothing, jewellery and 
accessories to the middle- 
income market The company 
also holds an effective 
controlling Investment in 
Oceana Investment Corpora- 
tion, which has a 36.4 per cent 
interest in UK fashion retailer, 
Etam. 

The company is paying a 
final dividend of R63.4m, mak- 
ing a total payout for the year 
of RlOSm. This is to be satisfied 
by the issue of new shares, in 
the proportion of one for 41 
held. 

Profits for the year were 
helped by lower interest 
charges but had to take 
account of reduced income 
from associates. 


Lower tax 
and interest 
prop Email 


By Bruce Jacques 


EMAIL, the Australian 
domestic appliance maker, 
reports net profits little 
changed for the year ended 
March, thanks to a steep 
decline in interest costs and a 
lower tax bill. 

On sales 6 per cent higher at 
A$1.47bn (USSlbn). the com- 
pany made profits after abnor- 
mal items of ASoa^m, against 
A$55.3m a year earlier. The 
dividend is going up from 17 to 
17.5 cents a share. 

Email's interest costs fell 
from AS15.7m to AS6-5m as a 
result of reduced borrowings 
and lower interest rates. The 
year's result takes in a strong 
second half, during which net 
earnings rose 13.5 per cent 
after a weak start. 

Email predicts a profit 
improvement in the current 
year with betting trading. It 
said exports had continued to 
grow and margins were 
increasing despite strong com- 
petitive pressure. 
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FIDELITY FAR EAST FUND 


Soci&e d'lnvestisseraent a Capital Variable 
Kaosallis House, Place de i’Etoile 
L-1021 Luxembourg 
RC Luxembourg B 16926 


NOTICE OF ANNUAL GENERAL MEETING 


NOTICE is hereby given that the Annual General Meeting of the Shareholders of 
FIDELITY BAR EAST FUND, a society d’investissement & capital variable organised under 
the laws of the Grand Duchy of Luxembourg ( the " Fund ” ), will be held at the registered 
office of the Fund, Kansallis House, Place de TEtoile. Luxembourg, at 11:00 a.m. on 
June 29, 1993, specifically, but without limitation, for the following purposes: 


1. Presentation of the Report of the Board of Directors. 

2. Presentation of the Report of the Auditor. 

3. Approval ofthe balance sheet and income statement for the fiscal year ended February 28. 
1993. 

4. Discharge of the Board of Directors and the Auditor. 

5. Election of six (6) Directors, specifically the re-election of Messrs. Edward C. Johnson 
3d, Barry R. J. Bateman, Charles T. M. Co 11 Is, Charles A. Fraser, Jean Hand li us and 
H. F. van den Hoven, being all of the present Directors. 

6. Election of the Auditor, specifically the election of Coopers & Ly brand, Luxembourg. 

7. Declaration of a cash dividend in respect of the fiscal year ended February 28, 1993, 
and authorisation of the Board of Directors to declare further dividends in respect of 
fiscal year 1993 if necessary to enable the Fund to qualify for “distributor " status under 
United Kingdom tax law. 

8. Proposal, recommended by the Board of Directors, to amend Article 16 of the Fund's 
Articles of Incorporation to delete the specific limitations in the nature of investment 
safeguards set forth therein and to substitute rftore general language, in order that all 
of the Fund's investment safeguards may be determined by the Board of Directors in 
its discretion, subject to the requirements of Luxembourg law and regulation. Copies 
of Article 16 as proposed to be amended may be obtained from the Fund at its registered 
office in Luxembourg and are being mailed to all registered shareholders with this Notice 
of Meeting. 

9. Consideration of such other business as may properly come before the meeting. 


Approval of the above items l through 7 of the agenda will require the affirmative vote 
of a majority of the shares present or represented at the meeting with no minimum number 
of shares present or represented in order for a quorum to be present. Approval of item 8 
of the Agenda will require (he affirmative vote of two-thirds (2/3 ) of the shares present 
or represented at the Meeting at which a majority of the outstanding shares must be pre- 
sent or represented; if a quorum is not present, then at the adjournment session of the 
Meeting, approval of item 8 shall require the affirmative vote of two-thirds (2/3 ) of the 
shares present or represented at the Meeting with no minimum number of shares present 
or represented for a quorum. Subject to the limitations imposed by the Articles of Incor- 
poration of the Fund with regard to ownership of shares which constitute in the aggregate 
more than three percent ( 3 %) of the outstanding shares, each share is entitled to one vote. 
A Shareholder may act at any meeting by proxy. 


Dated: May 24, 1993 

BY ORDER OF THE BOARD OF DIRECTORS 
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INTERNATIONAL CAPITAL MARKETS 


Gonzalez victory prompts long-dated rally in Spain 
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By Sara Webb and Pater John 
in London and Patrick 
Harverson in New York 

THE surprise election victory 
of Mr Felipe Gonz&lez, Spain's 
socialist prime minister 
sparked a half-point rally in 
long-dated Spanish govern- 
ment bonds yesterday. 

Dealers said the main feature 
of the market was the flatten- 
ing of the yield curve as long- 
dated bonds outperformed 
short-dated issues. 

Many investors, both foreign 
and domestic, were keen to do 
lengthening trades - to switch 
out of short-dated issues into 


GOVERNMENT 

BONDS 


long-dated bonds - on the 
assumption that the socialist 
government would cut interest 
rates gradually. 

"The carve had been very 
steep as the market had dis- 
counted a PP [conservative 
People’s Party] victory which 
would have meant faster rate 
cuts,” said Mr Steve Major, 
bond analyst at Credit Lyon- 
nais. 

Mr Jo uni Kokko, economist 
at S.G. Warburg Securities, 
said: “The decisive victory 
means a vote of confidence in 
the ERM and a gradual easi n g 
in money market rates * so we 
won’t see a float of the peseta 
or quick interest rate cuts.” 

However, he added that the 


next interest rate easing could 
take place as soon as next 
week at the June 15 repo. 

The Meffsa futures contract 
rose from 88.55 to end at 89.00, 
having been as high as 89.15 at 
one stage. 

■ TECHNICAL pressures sent 
German government bonds 
lower at first, although they 
rallied later on hopes of an 
interest rate cut to close mar- 
ginally higher. 

Bund futures fell in the 
morning as traders sold 
heavily to square their books 
ahead of yesterday’s expiry of 
the June contract. 

There was pressure from 
dealers hedging against a new 
DMSbn Treuhand bond issue. 
The June 2003 issue was given 
a 6% per cent coupon. 

Dealers said there was little 
demand for 10- year German 
paper at present as investors 
became increasingly cautious 
over the prospect of over-sup- 
ply. 

Economic analysts were 
searching for signals of a fur- 
ther cut in the repo rate follow- 
ing comments by Mr Hans 
Tietmeyer, the vice-president 
of the Bundesbank, on Friday. 

The German central bank 
has maintained its repo rate at 
7.6 per cent for the past month 
and opinions are divided on 
whether it might be prepared 
to shave it by a few basis 
points tomorrow. 

The September bund futures 
contract was 25 basis points 


lower at one stage but closed 
six basis points higher on the 
day at 94.09. , v 

■ FRENCH government bonds 
benefited more significantly 
from Mr Tietmeyer’s com- 
ments. and received a further 
lift from a rate cut in Den- 
mark. 

Economists s/riri the Bundes- 
bank vice-president had argued 
for lower rates in France than 
in Germany on Friday. This 
combined with a general fillip 
from Denmark where the cen- 
tral bank cut its discount and 
key deposit rates to 7.75 per 
cent from &25 per cent effec- 
tive today. 

On the Matif, the June 
futures contract was bid up by 
0.60 to end at 117.30 on turn- 
over of 110,000 contracts during 
official trading. 

■ IN tbe UK, overseas buying, 
specifically from Germany, 
sent the September gilt futures 
contract up to 103.22 from 
103.14. 

Further progress was held 


back as domestic investors 
concentrated on Friday's 
announcement of new gilts 
issuance. 

The Bank of England offered 
£600m in government bonds 
split evenly between VA per 
cent Treasury stock due 1998, 
9% per cent stock dated 2002 
and 9 per cent stock dated 2012. 

Dealers said around £50m of 
the 2002 issue and £50m of the 
2012 issue was taken up. 

■ ITALIAN government bonds 
closed slightly higher helped 
by tbe strength of the lira and 
hopes or lower interest rates. 

Dealers said the local elec- 
tions at the weekend, which 
showed strong gains for the 
protest and left-wing parties at 
the expense of the mainstream 
parties, had little impact on 
the bond market. 

The September Liffe futures 
contract ended up 0.03 at 99.67 
on relatively low volume. 

■ US Treasury prices 
rebounded from last Friday's 
heavy losses yesterday, posting 
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solid gains at the long end of 
the market in subdued trading. 

By midday, the benchmark 
30-year government bond was 
up VS at 102 ff, yielding 6.890 per 
cent. 

At the short end of the mar- 
ket. the two-year note was up 
& at 99g. to yield *L29l per 
cent 

After last week’s late 
declines, which were prompted 
by a bigger-than-expected 
increase in May payrolls, 
prices got off to a firm, if unin- 
spired, start 

Analysts had expected the 
heavy losses to bring some bar- 
gain hunters into the market. 

■ JAPANESE government 


bonds ended mixed yesterday, 
with the benchmark cash bond 
closing firmer while 
futures ended weaker on tbe 
day. 

The bond market opened on 
a weak note, continuing Fri- 
day’s decline and following the 
fall in the US Treasury bond 
market in response to 
stronger-than-expected US jobs 
data. 

The yield on the benchmark 
No 145 JGB opened at 4.58 per 
cent, and moved to 4.54 per 
cent before ending tbe day at 
4.555 per cent. 

The September futures con- 
tract opened at 107.28 and fell 
to a low of 106.99 before recov- 
ering to end at 107.15. 


Italy lifts credibility as a borrower with $1.5bn FRN 


France plans to 
launch FFr40bn 
bond this month 


By Alice Rawsthom in Paris 

THE French government plans 
to launch its record FFr40bn 
convertible bond issue before 
the end of tbe month. The 
bond will raise capital for 
France’s economic regenera- 
tion programme. 

A provisional date of June 28 
has been set for the issue, to be 
targeted at private investors 
who will be able to convert 
their bonds into shares in new- 
ly-privatised French companies 
or Into tax-efficient long-term 
savings schemes. 

Mr Edouard Balladur, 
France's new centre-right 
prime minister who late last 
month unveiled proposals for 
the special bond, is keen to 
launch It as soon as possible. 

However, the government 
will have to wait until the nec- 
essary legislation has been 
passed to authorise tbe issue 
and to allow extra time in case 
of legal challenges. 

Investors are likely to be 
given 10 days after the launch 
to subscribe to the issue. The 
government has yet to 
announce whether a special 
tranche will be reserved for 



Edouard Balladur: keen to 
launch as soon as possible 


international investors. 

Mr Edmond Alphand6ry, 
economy minister, recently 
abolished tbe restriction 
whereby foreign shareholders 
were not permitted to own 
more than 20 per cent of the 
equity of privatised French 
companies. 

The names of the lead man- 
agers have yet to be disclosed 
However, big French banks, 
such as Societe General e and 
Credit Lyonnais are expected 
to dominate the operation. 


S&P places Chrysler 
debt on Credit Watch 


NEW INTERNATIONAL BOND ISSUES 
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By Tracy Corrigan 

THE Republic of Italy made 
substantial progress in restor- 
ing its credibility as a bor- 
rower in the international capi- 
tal markets, with the launch of 
its $1.5bn issue of five-year 
floating-rate notes yesterday. 

Italy’s debt has taken a bat- 


INTERNATIONAL 

BONDS 


taring in the secondary mar- 
kets in the last year due to 
concerns about its creditwor- 
thiness, which were exacer- 
bated by the country’s political 
instability. The latest down- 
grade by Moody’s to A1 
excluded a further group of 
investors, including many cen- 


tral banks, who are not 
allowed to buy debt rated less 
than AA. 

However, sentiment towards 
Italy may have turned, with 
expectations that political 
reform will gain momentum 
under the new government of 
Mr Carlo Azeglio Ciampi, the 
former central bank governor. 

The pricing of Italy’s notes at 
a margin of 25 basis points 
above the London interbank 
offered rate (Libor) represented 
a tightening of the spread 
which investors are willing to 
accept for Italy paper - and a 
cost saving for the republic. 

Italy’s fixed-rate five-year 
Eurodollar bond offering, also 
vip Morgan Stanley, was 
launched last month at a yield 
spread of 65 basis points over 
the comparable US Treasury, 


which represents a margin of 
around 40 basis points over 
Libor, if swapped. 

The discounted margin Over 
Libor of 30 basis points for the 
latest floating-rate note issue 
therefore represents a reduc- 
tion in funding costs. 

Houses holding senior syndi- 
cate positions on the transac- 
tion reported strong demand 
for yesterday’s issue from an 
unusually broad range of 
investors, including bond fund 
managers, who are not nor- 
mally buyers of FRNs. 

Recent strong US economic 
data has strengthened expecta- 
tions that the Federal Reserve 
may soon move to raise inter- 
est rates, encouraging inves- 
tors to hold at least some por- 
tion of their portfolios in 
floating-rate assets, they said. 


However, some other dealers 
said that sales were rather 
slow, due to a lack of focus on 
the deal by investors still 
expecting Italy to launch a 
global bond offering. 

Mr Alberto Giovannini. head 
of foreign borrowing at the 
Italian Treasury, pointed out 


that foreign currency debt, 
while important to debt man- 
agement policy, totals only 3 
per cent of the republic’s out- 
standing debt. 

At the start of the year. Trea- 
sury officials said they planned 
to raise J10bn-$15bn in the 
international bond markets: 


close to $6bn of foreign cur- 
rency debt has been issued. 

The Bank of China is prepar- 
ing to launch a $200m issue of 
five-year floating-rate notes 
today, via Credit Suisse First 
Boston. The notes will be 
priced at 50 basis points over 
Libor. 


By Tracy Corrigan 

STANDARD & Poor's, the US 
credit rating agency, has 
placed the BB-<- senior debt rat- 
ing of Chrysler Corporation, 
the US car manufacturer, on 
CreditWatch with positive 
implications. 

If the company is upgraded, 
even by a single notch, its rat- 
ing will be lifted from specula- 
tive to investment grade, 
which would allow Chrysler to 
access a broader investor base 
and help reduce its funding 
costs. The move would be par- 
ticularly important for Chrys- 
ler Financial Corporation, the 
credit arm, which is a frequent 
borrower in the bond markets, 
according to Mr Edward 
Tyburczy. an S&P managing 
director. Chrysler's rating has 


improved steadily since it hit a 
low point of B+ in 1992. 

The agency said that Chrys- 
ler's “earnings and cash flow 
are significantly exceeding 
prior expectations, due largely 
to overwhelming success with 
new products and steps to 
enhance operating efficiency.” 

Chrysler's BB- rated pre- 
ferred stock has been placed on 
CreditWatch. Chrysler has 
total consolidated debt of 
$l4bn. 

• IBCA, the UK-based rating 
agency, has raised the 
long-term debt rating of Stan- 
dard Chartered, the British 
bank, from A- to A. IBCA said 
that in spite of heavy losses in 
1992 due to its exposure to a 
securities fraud in Bombay, 
results were “not markedly 
inferior to 1&91". 


MARKET STATISTICS 


-tut r'» V 
<au. i-r -s': 



-iSt-ri- - ■ 

s. •*»-■- 


■ 

• - 



FT/ISMA INTERNATIONAL BOND SERVICE 


ttad are ttia taunt Wamabond bondi tor terich there ta an adequate secondary mntua. 

CDs. 


, MUM rowans 
■|94 


atria 8% 00 


9*e 95 . 


nk of Tokyo B%98. 

Own 9 s ! 98 

C£ 7\ 97 .. 

P 85, W 

ban 8n 0 21 

itMkSW 

CE9*a 95 


ftariera Perar 9 96 
id Europe B 96 _ 
ft Fonder 9% 99 _ 

matte 95 — 

C B% 98 

a >.96 

7\ 96 
P.97 


: da Renee B 90 

D Crad Card 137 9 94 
tsfltraS** 96 


rt Dw Cup B> 2 99 -- 
nd 7^ 97 _ 


■tab Export 95 

JMolorCnxR6% 96 

BauCapttd 9% 99 — — 

*C 9*« 96 

Bk Jspan Fin 97 

r Amu Dar 7** 96 

1 8% 94 . 


_) Bee Pur 1098 — 

3 Fkt 8 97 

rotate Bee 7>* 02 

Zealand 9 94 

on OPd Bk 10% 95 _ 
on Td Tat 9% 95 — 
irio 7>»03. 


Konfrdbaflk 9*2 01 

i-Cenada 7*. 96 - 

tec Hydro 98 

IK Pro 9 98 

■bury 9*i 96 

10 99 

I 9*2 95 

: 94 98 

1 6*2 » 

i Bk KSW 8>a 98 

ftm 6 >a 95 . 


teCaWtW 

Mriropofc 9*4 98 

H Motor 5»a 98 

d Kingdom 7*. 02 

I Bank BH 99 

I Bat* 6^97 


Cttpn Oh 96 

KflE MASK STBMOfTS 

«5\97.. 

an 7% 02 — — ; 

l Fdndu 71. 03 

ark 8<a 96 


IM Ftoanoa 74 95 — 

85g 96 — - 

*2 



d 74 00 

1 7h 02 — 

\ 96 

d Homes 71* 87 


7’. W ..... 

n 997 

Qac Power 7^ 02 
Unofcm7is97. 
tank 0 15 


Bank 8*96- 

Bank 8*« 00 


nUICSTBMWIS 

Dw Bank 6 10 - 

I Europe 43t 98 

4 04 

a Fot8 71i 00 

17V 99, 


I Motors 7 b 95 — 
d Motor Flo a 1 ; 97 . 

I7*a00 

I* 01 


sabWt«%99- 

6*4 03 

;Hydro5 0fl- 

-04. 


iankSlO. 

lankTOT 

RMOflS 

15 99 — 


Franca 5 s ! 98 — 
6*96--- 


Hr Dev 71* 00 — — 

lev Bk 5 99 

lev Bit 02 01 

Tdfd5*«.. 


L flo- 


ss 

•*84.00 


ra>a 

107% 

118$ 

107% 


Bid 

200 105** 

600 109k 
400 112*. 

100 107*2 
250 1181, 

150 -107" 

300 104 
1500 1. , 
iooo nos 
300 1077. 
too 99*8 
100 1 ■ 

300 

1571 _ 

193 108J. 

100 108U 
250 10714 
1000 114*. 

200 113** 114 

325 105 105*2 

100 110** 111 
150 115*2 
200 106 r 
'300 109 
1500 

300 111 . 

209 1CT7S 
200 107*a 
200 107*a 
1500 105*a 
350 112* 

200 106* 


105*2 

110** 

113** 

1064 

117 

100*8 

105% 

110 *! 

108*4 

117*4 

106*4 

109% 

100 

IS 


I 


i 


116 

109^ 

100% 101*4 -** 

111% ♦** 
108% *% 
107% +% 
107% 

105% 

112 % 

107% +% 

104*8 
106% 

110*2 .*4 

106% ♦% 
104% -*a 
113*4 
106 
115*2 
111 % 

110 % 

113 

900 I08*a *087 a 
150 118 116% 

1500 102% 

200 108% 

2000 101% 101 
TOO 106% 108*2 
300 110% 110% 

200 109% 108% 

1500 99% 

3000 105% 

1500 113% 

1500 112% *12% 

100 107 107% 


106‘j 

1000 103% 
BSD 105% 
ISO 109% 
200 107% 
3000 103% 
200 112$ 
200 105% 
150 114% 
200 111 % 
150 109*» 
200 112* 


I 

r% 

-% 

♦% 


-% 

-% 


re-g 

105% 

113% 


4.43 

4.92 

&10 

5.42 
5.79 

5.43 
4.19 
8.17 
4X7 
4.48 
942 
5XT 

5.92 
4.55 
5.41 
524 
5.15 

553 
B.71 

505 
5JJ7 
589 
579 

506 
6.12 
519 
&Q3 
575 

518 
4J9 
515 
593 
581 
4.09 
524 
4.81 

593 

534 
527 

535 
522 
583 
728 
4.95 
579 
6.05 

554 
4.88 
521 

519 
52 
577 
547 

594 

520 
598 


OHS STRAIGHTS 
Anted 7*2 95 Iff — 
ECSC 7% 94 LFr — 


8 98 LFr 

Bank VMr Mad Gam 7% 02 R 

Erargte Better 8% 98 fl 

MtenaPrMnca 10% 98 CS 

Ben Canada 10% 99 CS 

Brtflsh Cduntola 10 96 CS 

SB 10% 90 CS. 


Bee da France 9% 99 CS 

Font CrnH Canada 10 94 CS 

Gan Bk Capital 10 96 CS 

KWH Fta 10 01 CS 

Mppm Tal Td 10% 99 CS 

Odarto Hydra 10$ 99 CS 

Qstar Krrwoflbanfc 10% M CS 

(ktaoec Pro* 1 0*2 98 CS 

Betoton 9% 96 Ecu 

CroM Ldrauto 9 86 Ecu — 

Deomar* 7% 96 Ecu 

6B 10 97 Ecu 

Farm dal Sta 10% 98 Ecu — 

Italy 10% 00 Ecu 

Spato 996 Ecu 


Laiaat prices at 556 pn on June 7 
Cb». 

Bid Otter day 
96% 99% 

100 101 

1000 101 % 102 % 

1000 105 105% 

500 110% 110% 

500 107% 108 

109% 110% 

‘ 107% 

- . 110% 

108 108% 

103% -% 

107 

400 109*1 *10 

200 106% 109% -% 

500 111% 111% 

150 110% 110% 

200 II — 

1250 106% 1 
123 


600 

1000 


150 
500 106% 
130 109% 
275 
100 102% 
300 106% 


104 104^. 

250 100% *01% 
IIS 1QB 109% 
500 108% 109% 
1000 114% 114% 
103 105% 


1000 


wniata 

Undad Hngdom 9% 01 Eoa 2750 109% 109% 

/HOC 10 99 AS 100 109% 110% 

BP America 12% 96 a$ *“ " 

Comm » Auskala 13% 99 AS 
12% 95 AS 


McOcruUs Canada 15 95 AS _ 
ISW Treasury Zara 0 20 as _ 
IBank 7% 03 AS. 


H4 

S«i Aval Govt Fk» 9 02 AS 

(Mover Audrata 12 98 AS 

Abbey Nad Trees 13% 95 E 

■“ a Laics 11% 97 £ 

8» 12% 95 C 

12*2 18 £ 


100 ill 
100 128* 
75 110 
100 1*4 
1000 
125 86% 

150 103% 
150 116% 
100 110% 


110 % 

112*3 

T29 

110 % 

115% 


Bri8sb Land 

BB 10 97 C 

HaMaa 10% 97 E 

Hanson 10% 97 £ 

HSSCHOttngs 11-69 02 E . 
Body IQHt 14 E 


Land Secs 9% 07 C 

Ontario 11% 01 E 

PoMHrgen 8% 03 € 

Severn Tram 11% 90 C — 

Tokyo E*ec Pntvar 11 01 E — : 

WtxU Bank 11% 95 £ 

Abbey Malcnd 0 96 NZS 

TCN2 Rn 9% 02 NZS 

CEPME 10 95 FFr 


97% 
104 
117% 

— 111 *| 

100 111% 111% 
300 109% 109% 
750 119% 120% 
637 108% 108% 
100 108% 109 

500 107% 107% 
153 113% 111% 
400 107% 106% 
300 99% 69% 

100 113% 113% 
250 100% 101% 
ISO 113% H4% 
13% If 




150 113 
100 1 
100 


Bee da France 8% 22 FFr 
9*0=9% 97 FFr 


114% 

* 1ft 

75 110% 111% 
2000 106% 106% 
3000 106% 107% 
4000 107% 108% 


TWd 
8.18 
7.73 
7.44 
new 
147 

7.41 
8.48 
7.44 
771 
8.06 

7.43 
7.55 
&28 
&X 
8J1 
8 08 
a?5 
6.96 

7.42 
7.38 
7.11 
7.78 
799 
7X6 
7X1 
7X8 

7.44 
7X2 
6m 

6J0 
9.00 
0.22 
B.43 
. 7.88 
-% ass 
7X8 
-% 6X2 
-% 10.54 
*% 7J2 
♦% 7X2 

820 
-*% 9l4S 
8.62 
•% 856 
*% 8.70 
&74 
«% 853 
853 

5.54 

7X1 
7.84 
«% 871 
+% ai4 


£ 

3 

♦% 

a 

+% 

-% 

5 


^ MAIMS RATE NOTES 

500 97% 97% 6.64 Altance Lfltcs Q08 94 £ 

500 1 03% 103% -% 7-23 Banco Roma 0 99 

101 ♦% 7.11 Bdtfum % 97 DM 

-% 6-77 BHS -aw 98 

8-71 Bnumb 0.10 96 £ 

*** CCCEOQ86W 


2000 1 _. 

2000 97 

1000 101% 101 . 
700 105% 105% 
2900 98*2 98% 




awu »o-z earn 6.78 QS»na Fad 0.15 96 

400 102% 103% -% 655 credt Fonder -/ t 96 

3000 101% 101% **a 7.17 Derrark-%98 

300 ’SS* JS* IV, Dra*kw Rnence A 98 DM 

8000 100% 105% t% 7.11 Ehc da France *e 99 

,Ml - 6.70 Feng del Sta! it 97 


1500 102 102% 

4000 100*2 100% 

103% 

101 % 


100 


2500 

1D4*« 

1000 

102 % 

5500 

101*8 

2000 

22*4 

300 

90h 

1250 

YVQ*4 

100 

250 

105% 

UXih 

300 

110*4 

100 

113 

300 

110 % 

100 

103% 

100 

100 

100 

111 

240 

108 

200 

100 

400 

100 

,a a 

450 

113 

150 

100 

600 

111 

75000 

100*4 

40000 

105 

100000 

109 

20000 

104% 

50000 

106% 

ywnn 

112*4 

100000 

101 % 

120000 

110 

50000 

105% 

50000 

102 % 

30000 

109% 

20000 

103% 

50000 

no 


7-17 mild 0 97 

HaltaBS ft 85£. 
-*• 7.18 Mead 0 SB 


0 SB 

6-W say oft) — 

||5 laada ftmanart % 96 £ — 

Ltoyda Bank Perp S MO 

K£5»ftOS._ 

■Moneade 0X8 96 E 

MW Zealand *t 96 


111*2 

108% 


^ Sodea Generate 0 96 

“I State Bk NSW ft 96 

5-2 State Bk Vktona 0X5 99 

, I* Onttad W*9dom -*a 96 

0X2 
5.70 
5.14 

4.97 C0NVB1WE BOMB 


300 

200 

500 

350 

ISO 

200 

100 

200 

1000 

1000 

400 

4M 

IOOO 

360 

300 

500 

200 

000 

050 

300 

250 

500 

300 

250 

125 

4000 


BM Oder Gxpa 

99X6 9195 6J873 

8931 9057 3X812 

100.03 KXL14 8X000 
99.75 99X8 2J30C 

90.42 99.54 02250 

9887 99X9 7.4844 

99.54 99.97 5X000 

100.49 100X8 5X000 

99X8 90.48 3.0625 

».K 9996 7X438 

101.62 102X2 5J500 

earn 9126 3X87s 

90X7 99.41 3.4375 

99X7 9197 6.12S0 

99X9 9970 3.B700 

100X6 100.42 3X250 
99.74 99X7 62S00 

7475 7950 3X710 

93X2 100.10 5XSQQ 

9825 99.43 5X238 

loaoe 100,15 04380 

99.07 99.27 3.1250 

99.34 99.50 3200 

99.79 100.04 3X038 

99.19 99.48 17219 

99X1 90X8 3.0625 


RISES AND FALLS YESTERDAY 


107 -% 5X5 ft 
95*2 


5X5 aremteg-Fenta 8% 05 

5X0 QubbapM 8 38 

5.43 Eastman Kodak 6% 01 


7% 00 ... 


5 


5.00 fitad 

5X3 Hanson 9*2 062 

Handy Ptel 6 02 

Und Sees 6% 02 £ — 
4X5 Laaiw 7% 05 E 


179 


i Bank 2% as 


4.28 Onto 6 02 — 

4X7 Srrttfi Neptene 4 05 E . 


109% 

103% 


e% 5.11 Swrttomo Bar* 3% 0* - 

♦% 4.B9 swi Anann 7% os c 

t% 4.99 Taaeo CapRd 9 (HE-.— - 

405 Taras tadnanana 2% 02 

3X2 Tlwn Bfl 5% 04 2 


400 

SO 

300 


400 

84 

90 


Com 

price 


„ BU Oftar hn 

52% 99% 100% 492X9 
86 115% 117*|416X5 
„ 50X7 107% IDS 4450 
95 1-0554 113 114% 439X0 

500 2X875 112% 113% 428X8 
19.1 128% 130% 

472 97% 98% 413X0 
484 85% B6% 

^ 2332X 97% 98% 410.03 

100 223 100% 101% 481X8 

85 34077 92% 93% 44470 
90 1.776 132% 133% 462X5 

300 3806X 95% 97% 42415 

155 S3 ICS 106% 41700 
200 2X1 117% 118% t38X0 

300 82% 100% 101% 421X9 

103 7.18 129% 130% 47.32 


4% 5X9 

4 X 5 - No tnfafmadon Mbbie - prevtoua day s Jdoa 

4.97 t Orty one market maker suppled a price 


ma un nftira* QMaMrattd In 

BrJ-wim itm) RtH fOT US <W8T3. rakViteMmihlM Off bon a DOT tfOS P P NM J *1 CU»8flCy 1* B hOB Bl 




Bdt ve«an consari. 


Brittah Funds 

Other Ftred Interest-.....-... — 

Commercial. Industrial. 

Financial 6 Property. 

011 4 Gas. 

Plantations — ..... 

Mines — — ... _ 

Others — — 

Totals ..._ 


Ra©3 

Falls 

Same 

13 

37 

29 

3 

O 

12 

389 

178 

834 

258 

51 

491 

33 

6 

45 

1 

1 

6 

34 

38 

69 

57 

38 

30 

788 

347 

1.516 


LONDON RECENT ISSUES 


EQUmES 


taro 

Price 

An in 

u ma 

1893 

Sark 

QOMO 

mce 

Kjr 

m 

Of 

1»*B 

Cord 

Sraa 

WE 

* 

oat 


Ua> 




46 

FP 

- 

38 

56 

tetteitaBrtar 

58 


it- 

- 

- 

70 

IDO 

FF. 

- 

100 

91 

On In T* 

S3 


- 

- 

- 

- 

U 

105 

150 

ft. 

FF. 

FF. 

FF. 

- 

102 

155 

175 

79 

728 

168 

DMtanGnia 

91 

-1 

- 

- 

- 

- 


taorasfc 

188 

-a 

1X0 

05.44* 

13 

89 

17 

1.7 

127 

7.1 

130 

155 

FF. 

FF. 

FF. 

FF. 

- 

135 

254 

122 

211 

S1% 

229 

0GC 

jAeeeM 

129 

250 

35% 

234 

<3 

♦17 

»% 

L4.4 

25 

4.1 

11.7 

250 

- 

250 

RJB&*9 

unis 

20 

LI 

103 

BOO 

FF. 

- 

637 

617% 

tan 

617% 

-3% 

MC7X 

0.7 

56 

36X 


FIXED INTEREST STOCKS 


Price 

t 

Mto i 
Pro 

ta 

tot 

tac 

to 

1993 

Stock 

Mag 

Wee 

E 


to 


888§ 

ff. 

FF. 

ft. 

ft. 

j 

ISM 

1QM 

; 

1(0% 

»1% 

101 

IB% 

toLyen to Mac Or Bd 2008 _ 

10M 

10M 

va 

«6% 

<% 

3 

Fta* Mac 084 2008 

tartan Prate MeeCvBdaOB 

P S 0 7%cc ta Bd 2893 


RIGHTS OFFERS 


Price 

P 

wan 

pen 

*te 


!“ 

— * 

s to* 

Ootafl 

Price 

P 

+ or 

date 

Mgk 

Lnv 

440 

m 

8/7 

5lpn 

ton 

Am Hotter 

47pm 










245 

to 

2/7 

67pn 


toahAkroye 

ton 

-6 

243 

m 

ZM 

•an 

tom 

amaa Land — _ _ 

86pm 


29 

106 

m 

an 

21 pei 
71 pn 

18pm 

Quteyskli ftnp. . 

2Qpm 

I9pn 










8 

m 

S/7 


%an 

Graystbne 

%pm 


5 

w 

V7 

2%pm 

1%pm 

Harmony Leteae 

1%pm 

-% 

14 

m 

7/7 

ipoi 

ipm 

Java 

1%pm 


26 

w 

- 

li%pra 

tan 

Oepray Coro*. 

11 %prn 

-1 

255 

M 

7/7 

38pn 

Z5oa 

trr^jyir* 

38pm 


130 

HO 

in 


29041 

SaaWa & Seucfi' 

Z9pcn 

-6 

13S 

N 

13/7 

34p« 

39pn 

Staffed iiSSra. 

31 on 

-2 

171 

M 

■m 

lap rn 

10 pm 

IWad Brag . 

Upra 

-1 


N' Flguaa tacad on BA ‘HaodBne taring^ ikaft miocak. R 
dndana eovar and p/e rate based an pronecks or otter gifted esteem W mi Fora* 
I IN vny d rtgliL T DtaUKOU. Q Ftedag pin. f Urttted aoddas naiML (Hi Pdn d a 


TRADITIONAL OPTIONS 


• Rret Dealings June 1 

• Last Dealings June 11 

• Last Dedwattons Sap. 2 

• For settlement Sep. 13 

3-month call rata indications am 
shown in Saturday addons. 
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FT-SE ACTUARIES INDICES 

ThS FT-SE 100, FT-SE Mid 250 and FT-SE Actuaries 350 tadkses and tba FT-SE 
Actuaries Industry Baskets are calculated by The International Stock exchange 
of the United Kingdom and Republic of Ireland Limited. C The International 
Stock Exchange of the United Kingdom and Republic of Ireland Limited 1933. All 
rights reserved. 

The FT-ActuAnes All-Share Index is calculated by The Financial Times Lim- 
ited in coni unction with the Institute of Actuaries and the Faculty of Actuaries, 
o The F inancial Times Limited 1993. AH rights reserved. 

The FT-SE 100. FT-SE Mid 250 nod FT-SE Actuaries 350 indices, tbe FT-SB 
Actuaries lndistry Baskets and the FT-Actuarles All-Share Index are members 
of tbe FT-SE Actuaries Share Indices series which are alcnlated in accordance 
with a standard set of ground rules established by The Financial Hines Limited 
and London Stock Exchange to conjunction with the Institute of Actuaries and 
Uib Facility of Actuaries. 

“FT-SE 1 * and “Footsie'' ore joint trade marks and service marks oT the London 
Stock Exchange and The Financial Times Limited. 
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COMPANY NEWS: 


Emap up 56% and new 
magazines on the way 


By Raymond Snodcty 

EMAP, the media and 
exhibitions group, is planning 
its most significant slate of 
new magazine launches for 
many years. 

Mr Robin Miller, chief execu- 
tive, said yesterday plans were 
well advanced for new maga- 
zines in motoring, music and 
other leisure areas in both the 
UK and Europe - an immedi- 
ate investment in the region of 
£5m. 

He was speaking as the 
group announced a 56 per cent 
increase in pre-tax profits to 
£42. 4m for the year to April 3 - 
underlying profit growth of 24 
per cent excluding the effects 
of last June's £78m rights issue 
and new accountancy stan- 
dards. 

Mr Graham Ross-Russell. 
chairman, said the record 
results had been achieved with 
no help from the economy and 
“we are not expecting much 
assistance in the year ahead”. 

The strongest performer was 
consumer magazines where 
operating profit rose 17 per 
cent to £242m on turnover up 


from £1 15.1m to £I42.6m. The 
group had 24 titles in the Top 
100 . 

The worst result came from 
newspapers and printing 
where there was a 15 per cent 
fall in operating profit to 
£6_7m. Emap lost a significant 
contract - the printing of the 
Sport newspapers to the Daily 
Telegraph. The less and tight 
margins led to restructuring 
and a cut in overall pay of 
20-30 per cent for about 100 
printers. Newspaper advertis- 
ing was down by 1 per cent 
although there were signs of 
improvement in the final quar- 
ter. 

Exhibitions showed an 11 per 
cent increase in operating 
profit to £04m and the first full 
year of Radio City and Kiss FM 
saw revenue up 18 per cent and 
profit of £800,000. Emap has 
applied for a new AM licence 
in London for a service aimed 
mainly at women. 

The largest percentage leap 
came in business publishing 
where profits rose from 
£500,000 to £4.6m, mainly 
reflecting the acquisition of 
Maxwell Business Communica- 


tions. These was also a maiden 
contribution from the 14 busi- 
ness titles bought ftom Inter- 
national Thomson. 

“We increased profit margins 
on the Maxwell titles from 4 
per cent to 9 per cent We hope 
we can do the same with the 
Thomson titles," Mr Miller 
said. 

A final dividend of 5.825p 
lifts the total by 9 per cent to 
7.9p, payable from earn in gs of 
i7p (nip). 

• COMMENT 

Emap continues to produce 
good results from a stable for- 
mula of launching new titles 
and going for careful acquisi- 
tions. The group will have to 
continue doing that to justify 
its high market rating - a cur- 
rent 37 per cent premium on 
the FT-A All-Share Index. The 
group is, however, not relying 
cm any help from the economy 
in their budget forecasts for 
the current year. A sustained 
economic recovery could trans- 
form the outlook for the com- 
pany. Analysts are forecasting 
pre-tax profits of between £47m 
and £49m this year. 


Heron banks reiterate stance 


By Maggie Urry 

BANKERS involved in the 
restructuring of Heron, the 
property and trading group, 
yesterday reiterated their view 
that the proposals offered cred- 
itors significantly more than 
they would achieve if the 
group was put into receiver- 
ship. 

UBS. advisers to Heron, 
pointed to the report from 
Price Waterhouse, the accoun- 
tants, which said “the restruct- 
uring is significantly better 
than bankruptcy 11 . 

They were responding to a 
document circulated by Mr 
Gary Klesch, a bond dealer 
who claimed to represent 10 


per cent of Heron's bond- 
holders and said his firm owns 
Eculm of bonds. Mr Klesch 
urged holders to vote against 
the restructuring which is 
being presented to creditors at 
a series of meetings beginning 
on June 28. 

If the proposals are turned 
down Heron has said it would 
go into receivership. The com- 
plex nature of the group, 
which includes some 300 com- 
panies and has debts of £1.7bn, 
would make insolvency pro- 
ceedings lengthy and costly. 

Bondholders are creditors of 
the parent company which 
owns only 5 per cent of the 
group's assets. They are rely- 
ing on proceeds from asset 


Notice of Redemption to Holders of 

PRDVfERICA CORPORATION 

US$ 175,000,000 

5Vi% Convertible Subordinated 
Debentures Due 2002 

(Originally issued by American Can Company) 

NOTICE IS HEREBY GIVEN, pursuant to Sec- 
tion 6(b) and (c) of the Fiscal and Paying Agency 
Agreement Dated as of April 22, 1987, as amended 
by the First Amendment Dated as of December 
15, 1988 and the Second Amendment Dated as of 
December 8, 1992 (as so amended, the “Agree- 
meril") between Primerica Corporation, a Dela- 
ware corporation (the “Issuer"), and Morgan 
Guaranty Trust Company of New York, as fiscal 
and conversion agent (the “Agent"), under 
which the 5'^% Convertible Subordinated Deben- 
tures Due 2002 (the “Debentures") were orig- 
inally issued by American Can Company that (0 
the Issuer has elected to have all of the outstand- 
ing Debentures redeemed on July 2, 1993 (the 
“Redemption Date”) at a redemption price (the 
“Redemption Price") equal to $1,032.69 per 
$1,000 principal amount of Debentures, repre- 
senting 102.20% of such principal amount phis 
interest accrued to but not including the Redcmp- 
cion Date; (u) payments will be made In U.S. Dol- 
lars or, at the option of the holder by transfer to a 
U.S. Dollar account maintained by the payee with 
a bank outside the United States or by U.S. Dollar 
check drawn on a bank in New York City on the 
Redemption Date at the Redemption Price upon 
presentation and surrender of the Debentures 
together with all appurtenant coupons maturing 
after the Redemption Date at the offices of the 
following Paying Agents: Morgan Guaranty Trust 
Company of New York in Brussels and London or 
Credit Suisse in Zurich or at Banque Generate du 
Luxembourg in Luxembourg (the “Payment Loca- 
tions”); Debentures may be surrendered at these 
Payment Locations for purposes of redemption or 
conversion; and (iti) until the close of business on 
the Redemption Date at the Payment Locations 
(the “Termination Time"), each $1,000 principal 
amount of the Debentures will continue to be 
convertible, in accordance with the terms of the 
Agreement and the Debentures, into 22.4720 
shares of common stock, par value $.01 per share, 
of the Issuer, plus cash in the amount of $104.94 
and cash in lieu of any fractional share otherwise 
issuable upon conversion, upon surrender by the 
holders of the Debentures to be convened, 
together with all uomatured coupons appertain- 
ing thereto and an executed notice of conversion, 
but such conversion right shall cease at the Termi- 
nation Time, and after said Time, the sole right of 
a holder shall be to receive the Redemption Price. 
No payment or adjustment will be made on 
account of interest accrued on the Debentures 
surrendered for conversion. 

The Issuer has entered into an a greement with 
Salomon Brothers Inc that provides for the 
acquisition by Salomon Brothers Inc of all Deben- 
tures tendered to any of the Paying Agents at or 
prim 1 to the Termination Time at a flat rate of 
$1,033.00 for each $1,000 principal amount of 
Debentures. Each of the Paying Agents will 
accept all Debentures tendered to it for redemp- 
tion for the account of Salomon Brothers Inc 

PRJMEKICA CORPORATION 

By: Morgan Guaranty Trust Company 
as Fiscal Agent ana Conversion Agent 

Dated: June 1. 1993 


sales by subsidiaries being 
passed up to the head office 
company. However, each of the 
companies tn the group could 
have a different receiver or 
administrator. 

Some investors bought bonds 
when the were trading at 
about 25-28 per cent of face 
value, and have seen them fall 
to 15 per cent currently. It is 
thought that these investors 
are disgruntled and are threat- 
ening to vote against the 
restructuring in the hopes that 
Heron wifi improve terms to 
bondholders. However, another 
banker involved in the deal 
said “there is an absolutely 
zero likelihood that they wifi 
improve the terms”. 


Hicking 
ahead 31% 
to £2.9m 

By Peter Paarse 

HICKING Pentecost, the 
Industrial products and tex- 
tiles company, maintained its 
progress over the past three 
years with a 31 per cent rise in 
pre-tax profits to £2 .85m in the 
12 months to March 31. 

Mr Tudor Davies, managing 
director, said he was pleased 
with tiie rise from £2.l7m and 
added that the devaluation of 
staling should have a favour- 
able impact on next year’s 
results. Export sales accounted 
for £6m - mostly in totilei — 
of the £29-5m (£24-6m) turn- 
over. 

Mr Davies acknowledged 
that the textiles side had 
proved the most resilient - it 
lifted operating profits 30 per 
cent to £Q32m on sales 9 per 
cent ahead at £20-5m. Operat- 
ing margins rose to 11.3 (9.5) 
per cent 

Since he and Mr John Lister, 
chairman, joined the group, 
they have added the industrial 
products side to the previously 
floundering textile group. He 
said they had been more adept 
at managing the core than 
either had imagined they 
would be. 

However, Mr Davies said 
that the group was looking for 
opportunities to create a third 
leg - “so as not to be too 
dependent on textiles". 

Operating profits in the 
Industrial products division 
rose 7 per cent to £640,000 on 
turnover up 55 per cent at 
£9m. The turnover figure was 
boosted by three acquisitions 
for an aggregate £2-84m. 

Other acquisitions were pre- 
dicted by Mr lister: Mr Davies 
suggested that in textiles they 
would be bolt-ou, possibly 
making use of Hi citing's 
in-house dye works. 

Mr lister said that in view 
of the "excellent results and 
strong -cash generation", a 20 
per cent rise in the final divi- 
dend to 2.65p is recommended, 
making a total of 4p (3.4p), 
payable from earnings of 
lLB4p (lO.OTp). 


Clive Smith creditors stop bankruptcy move 


By Peggy HoMnger and 
Catherine Milton 

MR CLIVE SMITH, the 
entrepreneur once involved in 
two natural resource compa- 
nies under investigation by the 
Serious Fraud Office, yesterday 
avoided bankruptcy when a 
majority of creditors owed 
more than £20m accepted his 
proposals for repayment 
at a rate of 8.l3p in the 
pound. 

However, some creditors 
remained sceptical about the 
outcome of the vote and deter- 
mined to take the issue fur- 
ther. 

[n a meeting lasting more 
than two hours Mr Smith was 
questioned closely about his 
Knits with some of the credi- 
tors who voted in favour. 

Most particularly, they 
sought information about his 
relationship with Richard 
Pearce and Son, a Hong Kong 
registered company with the 
same Irish address as 
Mr Kelvin Myles, who has 
manged many of Mr Smith's 


offshore interests. 

Mr Smith denied he had any 
connection, direct or indirect, 
with the Hong Kong company. 
Richard Pearce’s proxy was 
voted by the meeting's chair- 
man Mr Graham Wilson, the 
insolvency practitioner who 
arranged the creditors’ meet- 
ing. 

Representatives also asked 
for details of any assets Mr 
Smith holds offshore and ques- 
tioned the validity ctf allowing 
Newsham Investments to vote 
its claimed £3-8m debt News- 
ham is a vehicle for the Smith 
family interests. 

One creditor leaving the 
meeting commented: “We 
remain sceptical We have been 
promised today information 
about Mr Smith’s offshore 
trust fond but we have yet to 
receive it." 

Some creditors’ representa- 
tives also sought information 
about the nature of Mr Smith’s 
involvement with Alpine (Dou- 
ble Glazing), the windows com- 
pany. which ceased trading 
late last month. 



Clive Smith: creditors accept e d repa yment proposals but some wav sceptical about the vote 
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Leigh Interests blames 
coal side for 33% fall 


By Roland Rudd 

A REDUCED contribution from 
coal extraction and higher 
interest charges were blamed 
by Leigh Interests, the waste 
management company, for a 33 
per cent foil in pre-tax profits 
for the year ended March 3L 

Profits were down from 
£14.lm to £9.5m following a 
sales reduction from £118.9m to 
£I09.2m. 

Increased investment and 
acquisitions were responsible 
for a rise in borrowings from 
£38m to £50m. representing 
gearing of 72 per cent Interest 
charges were up by £U3m to 
£l2m. 

Capita] expenditure is expec- 
ted to be cut from £24m to 
between £15 and £20m. The 
company continued to invest 
in a national network of waste 
collection, disposal and treat- 
ment facilities. 

Mr Malcolm Wood, chair- 
man, said that while the com- 


missioning delays of new plant 
in the Midlands held back prof- 
its in that region, the reduction 
in volumes of waste in previ- 
ous periods in the south of 

En gland had ende d. 

The mainstream environ- 
mental business reported 
reduced operating profits of 
£l2.4m (£l3.5in) on sales of 
£93-7m (£97.3m). 

Operating profits from the 
extraction and processing of 
coal fell from £3.6m to £L3m 
following the decreased pro- 
duction from the company's 
reserves, in consequence of the 
review of the coal industry and 
delay s in granting of consents 
for new open cast mines. 

During the year Leigh 
acquired 120 acres of freehold 
land at Rugby, which it 
already occupied on a lease- 
hold basis, for £3m. 

Baming g per share fell from 
15.5p to 10.3p. The final divi- 
dend is maintained at 5J37p 

making an imrfiangad 7J33p. 


Jeyes shares drop 28% 
on trading warning 


By Richard Gouriay 

SHARES IN Jeyes plunged 28 
per cent yesterday after the 
cleaning products group said 
current trading was substan- 
tially below market expecta- 
tions and revealed greater, than 
expected reorganisation costs. 

The shares fell 122p to 3I7p, 
some 6Sp below last July's 
rights issue price that took the 
group into continental Europe 
and nearly doubled sales. 

The profits warning is a 
severe set-back for Jeyes which 
floated in 1988 two years after 
a trend setting management 
buy-out from Cadbury Schwep- 
pes and bad since won a heady 
stock market rating. 

Mr Jimmy Moir, chief execu- 
tive, said operating margins tn 
the UK, the group's largest 
market with 45 per cent of 
sales, had fallen from 8 per 
cent to 3 per cent in the first 
half. Margins had been hit 
because a sharp increase in 
promotional spending designed 
to gain market share had coin- 
cided with a period of zero 
price inflation. 

Market shares had increased 
sharply in hygiene wipes and 
bleach but all the redaction in 
maxgin had been felt directly 
on the bottom line, Mr Moir 
said. 

Exports were 18 per cent 


below where the group had 
anticipated they would be. 

Jeyes also made a £600,000 
provision to reduce the size its 
management overhead follow- 
ing the Globol acquisition in 
Germany. While the group was 
expecting to have to reorganise 
the manufacturing plant. It 
had not anticipated the cost of 
reorganising the management 

German sales, margins and 
operating profits from Globol 
were ahead of plan and last 
year's levels. 

Overall, the group would be 
£2m short of the expected level 
of pre-tax profits in the first 
half. Mr Moir said he remained 
confident that the second half 
would be in line with expecta- 
tions. Tn many ways the for- 
ward view is not bleak, 1 * he 
said. “None of the benefits (of 
the reorganisation) have been 
felt in first half.” 

Market share would be much 
higher in the second half with- 
out some of the cost of achiev- 
ing higher sales. But lower 
interim profits meant the pre- 
tax outcome for the full year 
would be “well below market 
expectations”, he said. 


Eastern boost as 
Oriflame rises 34% 


By Andrew Boiger 

A STRONG performance in 
eastern Europe helped Ori- 
flame Tntpmgtinnai. the direct 
sales cosmetics group, increase 
pre-tax profits by 34 per cent to 
EllJfrn. 

Sales rose by 29 per coat to 
£83£m in the year to March 31, 
although the group said trad- 
ing conditions had been diffi- 
cult in its traditional Scandina- 
vian and 1TK markets. 
However, there were some 
signs that these economies 
would improve over the next 
12 months. 

Although earnings per share 
rose by 30 per cent to 20.4p 
(15.7p), the final dividend is 
held at 8p, giving an 
unchanged gross total of 12p. 

The group said it had not 
increased the dividend because 
it spent £3.2m on Its Dublin 
production facilities, increased 
working capital and invested 
in Norway and Portugal- It was 
confident that this investment 
would increase earnings and 
that dividend growth would 
resume next year. 

Mr Robert af Jochnick , 
ch*nrn»an, said: “This has been 
a highly successful year for 


Or iflame in most of our mar- 
kets and in eastern Europe in 
particular. We have increased 
our investment in our produc- 
tion facilities and this , coupled 
with our geographic spread, 
gives us great potential for fur- 
ther successes in the future" 

The group said its manufac- 
turing operations had begun to 
experience the anticipated 
economies of scale as a result 
of the integration of ACO, the 
Swedish skin care brand which 
it bought for about £10m at the 
end of 1991. ACO products 
added £l2.lm to sales and 
made a strong contribution to 
group profits. 

Tbe group’s 25 per cent stake 
in Oriflame Eastern Europe 
and position as primary sup- 
plier to that associate contin- 
ued to bear fruit Sales to east- 
ern Europe more than doubled 
to MMm and Oriflame Eastern 
Europe more than doubled its 
contribution to pre-tax profits 
to £3m. 

Mail order sates of the Ori- 
flame and Vevay brands in 
D enmar k rose. But after con- 
sideration of the contributions 
from Vevay in France and the 
UK, the group decided to cease 
tr ading in these markets. 


Price cutting leaves JFB 
38% lower at £2.07m 


JOHNSON & Firth Brown, the 
metals and engineering group, 
said continued price competi- 
tion was behind a 38 per cent 
foil in pre-tax profits for the 
half year ended March 31, 
writes Roland Rudd. 

Profits declined from £3J32m 
to £2.07m on increased sales of 
£63.3m (£60 Jm). 

Mr Mar tin Uowarch, chair- 
man, had expected the devalu- 
ation of sterling to help JFB 
“fight against some fairly 
frightening price cuts”. But its 
German competitors had 
reacted by reducing their 
prices by a further 15 per cent 

He said: “Notwithstanding 
the UK devaluation, our Euro- 
pean competitors’ determina- 
tion to maintain mar ket share, 
given their lack of domestic 
markets and despite a higher 
cost base cannot be ignored.” 


Operating profits from Firth 
Rixson edged up from £1.46m 
to£1.55m. 

Viking Metallurgical Corpo- 
ration, purchased from Quanex 
for $ 12.8m (£8.5m) in March, 
exceeded expectations. 

Light engineering, which 
manufactures products such as 
cables and machinery, saw its 
operating profits fall from 
£2 2m to El.Tm. 

JFB had net cash balances of 
£18m, excluding medium-term 
borrowings, after spending 
£l-9m on capital investment 
and &L9m on acquisitions in 
the half year. The interest 
charge of £730,000 compared to 
a £83,000 credit reflects the 
investments and lower interest 
rates. 

Earnings per share fell from 
1.6p to 0.8p. The interim divi- 
dend is maintained at Ip. 


Clydesdale 
Gp defers 
introduction 


By James Buxton 

CLYDESDALE Group, the 
Glasgow-based electrical goods 
retailer, has postponed the 
Stock Exchange flotation 
scheduled for later this month. 
It said that profits, though 
showing a substantial 
increase, were below expecta- 
tions. 

Operating profits in the year 
to April 3 1993 were fiUBm, 
compared with £4.&n in the 
previous 14 months. But it had 
forecast operating profits of 
about £7m, and that was 
included In a report on the 
company by NatWest Securi- 
ties, its broker. 

Group sales were £141m. a 
27 per cent rise on tbe £lllm 
of 1991-92, A direct year-an- 
year comparison showed 
growth of 42 per oent 

Clydesdale said current trad- 
ing and expansion strategies 
b ad proved successful in a 
poor economic climate and it 
was well placed for an upturn 
in consumer confidence. It had 
made a good start to the cur- 
rent year and was optimistic 
about the o ut turn for the year 
as a whole. 

The company wants to float 
on the basis of better profit 
figures, which could mean 
waiting a year. 

The flotation would have 
raised £30m in new money to 
wipe out most of its borrowing 
and to finance further expan- 
sion in England. It had been 
expected to value the company 
at about £80m. 


RJB shares slip 
on first day 

RJB Mining, the Nott- 
ingham-based coal mining 
company, saw its shares slip 
fn the first day of trading yes- 
terday. 

Priced at 250p, the shares 
opened at 229p awl improved 
slightly during the day to 
close at 234p. Turnover was 
898,000 shares. 

The flotation drew applica- 
tions for only a fifth of the 
shares on public offer. Most of 
t he equ ity was placed with 
institutional investors. 


Dunedin hoping 
to raise £50m 

Dunedin Fund Managers is 
hoping to raise £5Qm for a new 
investment trust specialising 
tn Japanese equities. The Dun- 
edin Japanese Investment 
Trust will be run by the same 
team that currently runs the 
group’s Japanese unit trusts. 

For the first five years of the 
trust's life, Dunedin will 
donate 35 per cent of its 1 per 
cent annual management fee 
to the charity Bamardos. 

UBS will be the Issue's spon- 
sors and the money will be 
raised via a placing and open 
offer, which Is expected to 
open in early July. 
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Field float carries £150m valuation 


By Maggie Uny 

FIELD GROUP, the folding 
carton maker, has issued the 
pathfinder prospectus for its 
flotation and announced 
results for the year to April 4 
showing a rise in operating 
profits from £10.2m to £l2£m. 

The group aims to raise £90m 
through the flotation, expected 
to value Field at about £l50m. 
There will be a placing and 
public offer divided with about 
35 per cent going to the offer. 

Of the proceeds, £l&n mil 
cover sates by existing share-, 
holders, including some direc- 
tors, E21m will redeem prefer- 
ence shares and £48m will 
repay zero coupon bonds. 
These securities were issued at 


the time of the management 
buy-out from SCA, the Swedish 
paper and packaging group. 
That would leave £3m of net 
new money for the company. 

Mr Keith Gilchrist, chief 
executive of Field, said the 
group had started the current 
year well with sales and profits 
higher. He said the group had 
supplied 21 of its top 30 cus- 
tomers for more than 20 years. 
The top 30 account for two 
thirds of group sales. 

Growth would come, he said, 
from an upturn in consumer 
spending, new product 
launches, customers rationalis- 
ing their suppliers, and the 
potential for cartons to replace 
other packaging such as plas- 
tics. Field has developed a car- 


ton for shampoo, as well as liq- 
uid detergents and motor oil. 
There would be benefits from 
£50m of capital expenditure 
over the last five years. 

Over the last four years »nr> 
despite a slight fall in the UK 
market for cartons. Field’s UK 
operations had shown volume 
growth of 35.8 per cent In 1990 
Field bought Mareen, a Belgian 
carton company. 

Mr David Nussbamn, firmtw. 
director, said that sales exclu- 
ding Mareen since the 198839 
financial year had risen by 11.3 
per cent per year compound 
and operating profits by && per 
cent 

S&tes in the lates t finam-ial 

year, which covered 53 weeks, 
rose from £l245m to 2138.7m. 


Operating profits were before a 
£2m exceptional cost relating 
to the write-down of pro p e rt y 


After the float the group 
would have no net defat, Mr 
Nussbamn said, but the acqui- 
sition of the 'parkagrtwg busi- 
ness of Boots, the retail and 
pharmaceutical group, would 
give gearing of about 9 per 
cent. 

The pricing for the float is to 
be a nno unced cm June 23, with 
the public offer closing on 
June 80. First are to 

start oh July 7. 

The sponsoring hank is 
Schrodera, and James Cnpai is 
th e br oker. Investors wanting 
to register for a prospectus 
telephone 0645 600650. 


GREECE 


The FT proposes to publish this survey on 

July 8 1993 

Greece's complex internal and external problems will be analysed in death in « — j 

comprehensive survey to be published by the Financial Times. ^ m Q6ptb ,n a broad-ranging and 

For a copy of the editorial synopsis and advertisement rates, contact: 

Alee KitroeJT in Athens 
Tel: (I) 671 3815 Fax: ( 1 ) 647 9372 
or 

Connie Davis in London 
Tel: (0711 873 3514 Fax: (071) 873 3428 
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Henderson 
Administration 
down 14.5% 


COMPANY NEWS: UK 


By Philip Coggan, 

Personal Finance Editor 

PRE-TAX PROFITS at 
Henderson Administration, the 
fund management group, fell 
I4.b per cent from £i7m to 
£14.6m in the year to March 31. 

However, the final- dividend 
edges up to 295p, making a 
totai of 42p (4ip). Earnings per 
share fell to 46.74p (54.35p). 

The group acquired the 
Touche Remnant fund manage- 
ment company during the 
year, helping hinds under man- 
agement rise to about Ell^bn. 
Touche Remnant made a £l.lm 
contribution to operating prof- 
its. although after deducting 
costs, the net contribution was 
£764,000. 

The cost of acquiring Touche 
Remnant was £43.4m, includ- 
ing expenses. After allowing 
for the effects of a pension 
fund holiday and for the costs 
of integrating the businesses, 
Henderson wrote off £24. 4m of 
goodwill against its assets. As 
a result, shareholders funds 
fell to £36. 8m, from £60 ,2m at 
the end of March 1992. 

The main fall in profits 
occurred in the first half when 
stock markets were weak. 


However, second half profits, 
at £8.lm, were also down from 
the £&2m recorded in the sec- 
ond half of the previous year. 

The group suffered some fur- 
ther losses of pension fund cli- 
ents, reflecting disappointing 
investment performance in the 
late 1960s. However, Henderson 
said that its performance had 
recently improved, although it 
was “still too early” to say 
whether it had seen the end of 
client losses. 

The acquisition of Touche 
Remnant turned the group into 
the UK's largest investment 
trust manager and there will 
be a marketing relaunch this 
summer. The range of unit 
trusts is set to be rationalised, 
with fund mergers expected to 
reduce the number of trusts 
from 35 to 21, 

Operating profits were 
£9.66m (£10.1m) and interest 
income fell from £6.91 m to 
E5.48m due to lower interest 
rates and the loss of cash spent 
on the acquisition. 

There was a loss from associ- 
ated business of £585,000, 
mainly reflecting costs at Selig- 
man Henderson, the US ven- 
ture. 

See Lex 


Critchley moves 
ahead to £3.05m 


By Paul Taylor 

CRITCHLEY GROUP, the 
electrical cable accessories 
manufacturer which came to 
the market in November, 
increased pre-tax profits by 35 
per cent over the year to 
March 31. 

Strong demand in the UK 
and overseas, coupled with the 
acquisition of EPC Identifica- 
tion Systems of the US in April 
last year, helped lift profits to 
£3.05m (£2J26m). 

Turnover increased 24 per 
cent to £24m (£19.2m) of which 
£ l.89m was attributable to 
EPC. Overseas sales accounted 
for 43 per cent. 

Earnings per share rose 25 
per cent to 19.1p (15^p) out of 
which a 4Sp dividend is pro- 
posed. 

The core electrical cable 
accessories and identification 
products business increased 
sales 26 per cent to £17.4m 
<£l3.8m) and operating profit 
14.5 per cent to £2.54m 
(£2 .22m). 

New products, particularly 


HSI, the computerised wire 
marking system which is now 
Critchley's biggest seller, and 
sale of cable accessories manu- 
factured in LFH (Limited Fire 
Hazard) plastic materials, 
made “good contributions.” 

Main customers in the UK 
for these products include the- 
power generation, oil and gas, 
and rail industries. 

Direct exports from the UK 
rose 21 per cent mainly 
reflecting strong demand for 
specialist products. Mr Chris 
Humphrey, finance director, 
said margins were “fraction- 
ally" higher. 

The group's two other com- 
panies, Critchley Wound Com- 
ponents and Critchley Enclo- 
sures, both serving the 
electronics industry, also 
improved their performance. 

In April the group acquired 
the BT Label Centre for £1.5m 
cash. The business, subse- 
quently renamed Critchley 
Label Centre, produces printed 
plastic i dentification labels for 
BT and a growing number of 
industrial users. 


Neotronics falls to £ 0 . 9 . 6 m 


NEOTRONICS Technology, a 
maker of specialist gas and 
water analysis equipment, yes- 
terday reported a drop in pre 
-tax profits from £1.14m to 
£956,000 for the six months to 
March 31. 

Mr Paul Gotley, chairman, 
said that, as indicated, the cur- 
rent year started poorly. Group 
sales in the UK rose slightly 
despite recession and this was 
helped by the successful devel- 


Acal shows 
13 % rise 
to £ 3 . 15 m 

ACAL, the USM-quoted 
electronics and industrial con- 
trols distributor, finished the 
year ended March 31 1993 with 
a pretax profit of £3. 15m, an 
increase of 13 per cent over the 
£2.78m of the previous year. 

The growth was mainly the 
result of further improvement 
in the Netherlands, the turn- 
round in Acal Electronics in 
the UK, and the success in Bel- 
gium with the acquisition of 
Be tea Components, reported 
Mr John Curry, chairman. 
That together with Italy and 
currency benefits, accounted 
for an increase in sales of 18 
per cent to £68Jm (£58J5m). 

Earnings per share came to 
14.Bp (14p). The final dividend 
is 4.2p for a total of 6.3p (5.85p). 

AG Holdings 

AG Holdings is coming to the 
market through a placing of 
8.82m shares at 125p each, leav- 
ing existing shareholders with 
51 per cent of the group. 

Of the shares, 6.82m are 
being sold by existing holders 
and the balance by the group 
to raise £2.05m net for reducing 
borrowings prior to suitable 
expansion opportunities. 

The group operates from 
Askern, near Doncaster, and is 
the largest UK maker of des- 
patch and shipping reels used 
for storing, transporting and 
dispensing cables, wire rope 
and similar products. 

In the year ended July 31 


opment in the UK of Solomat 
sales. 

Sales rose 1321 per cent to 
£10.5m. Excluding Solomat for 
the first three months the 
increase was 5.5 per cent 

For the full year 1991-92 pre 
-tax profits were 16 pec cent 
higher at £3. 03m. 

Earnings per share were 
reduced to 2.38p (2.77p). The 
interim dividend is unchanged 
at 0-85p. 


1992 turnover fell from £17.5m 
to £16.4m and operating profit 
from £3-32m to £3m- But credit- 
ing non-recurring items 
pushed up the pre-tax balance 
from £3. Ira to £3.87m- 

In the eight months to March 
31 1993 turnover had reached 
fin 7m, operating profit £1.95m 
and the pre-tax figure £137m. 
For the full year the pretax 
profit is forecast at £2.7m with 
framing s per share of li.04p. 
The first dividend will be a spe- 
cial 2p in January. 

BICC 

Holders representing 309.1m 
BICC shares, or 92^ per cent of 
the capital, have elected to 
take the enhanced scrip alter- 
native. Holders of 15.4 per cent 
accepted the cash offer from 
BZW Securities and Swiss 
Bank Corporation. 

The reference price was set 
at 379.63p, against yesterday's 
closing price of 386p, down 2p. 
That will result in the issue of 
6.17m shares of which 2.49m 
will go to BZW or SBC. 

Cullens 

Declines in rental contribu- 
tions and profit on sale of fran- 
chises, together with Increased 
administration costs, had a 
severe impact on operating 
profits at Cullens Holdings in 
the year to February 28. 

However, exceptional credits 
cushioned the fell at the pre- 
tax level with profits of 
£401,000. against £608.000. 

The group, which operates in 
the grocery trade through its 
own and franchised outlets, 
increased network turnover to 
£22.7m (£20.6m) including VAT, 
and retailing turnover to 


An uncomfortable animal seeks big league status 

Guy de Jonquieres looks at Cadbury Schweppes’ plans to change its international image 

C ADBURY Schweppes *2 2 
thinks it suffers from a 
perception problem. 


C ADBURY Schweppes 
thinks It suffers from a 
perception problem. 
“People today want an uncom- 
plicated. two- word description 
of everything." says Mr Domi- 
nic Cadbury, chairman. “But if 
you are more than national, 
yet less than global, you are an 
uncomfortable animal to 
describe." 

The stock market seems to 
agree. Until last autumn. 
Britain's largest confectionery 
and soft drinks company was a 
City darling. Applauded for the 
quality of its management, its 
tight focus on two core busi- 
nesses and its strong commit- 
ment to product innovation 
and brand support, its shares 
handsomely out-performed the 
UK food sector from mid-1991. 

But recently. Cadbury’s City 
halo has slipped and its share 
price with it, although the lat- 
ter has recovered partially in 
the last few weeks. As its pre- 
mium rating has eroded, some 
erstwhile fans have begun to 
wonder if their earlier enthusi- 
asm was overdone. 

This swing in sentiment 
seems hard to pin only on Cad- 
bury's recent performance - or 
on the fading of long-standing 
speculation that it was a prime 
bid target. 

True, pre-tax profits rose 
only 5.7 per cent last year, well 
below the annual growth to 
which investors have grown 
accustomed. But the results, 
depressed by a £14ra restruct- 
uring charge, handsomely 
exceeded expectations and 
were accompanied by bullish 
management forecasts for this 
year. 

The doubts most often 
expressed concern the longer 
term. One is that Cadbury has 
outgrown the UK but lacks a 
convincing international 
expansion strategy. The other 
is that, to secure future 
growth, it must take some bold 
strategic initiative soon. 

Mr Les Pugh, food industry 
analyst at Salomon Brothers, 
says Cadbury is “at a water- 
shed”. Mr John Campbell of 
NatWest Securities, which 
recently issued a bearish 
report on the group, argues 
that it is “in a strategic bind." 

“Baloney." replies Mr Cad- 
bury, insisting no dramatic 
moves are needed or likely. 
“Our task is to go on growing 
the business by incremental 
steps. We've done it in the past 
10 years - why should we not 
be able to in the next 10?" 

He points to the success of 
both UK businesses. Cadbury 
Ltd and Coca-Cola & Schwep- 
pes Beverages, the six year-old 
venture with Coca-Cola, in 
increasing sales and profits. 
Both are the market leaders 
and earned margins of more 
than 10 per cent last year. 

Sceptics agree that the 
record is impressive, but won- 
der whether the businesses can 
grow much faster than their 
markets in the future. They 
argue that Cadbury Ltd has 
profited from one-off rationalis- 
ation at Trebor Bassett, its 
sugar confectionery division, 
and from temporarily weaker 
performances by rivals Nestle 
and Mars. 

Meanwhile, the recent sale 
by Terry's, United Biscuits’ 
chocolate division, to Philip 
Morris of the US has brought 
another heavyweight con- 
tender into the UK. 

But the keenest debate cen- 
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£3 .86m (£2. 44m) excluding tax. 

Earnings per share were 0.8p 
(l.5p) and the dividend is again 
0.5p. 

Aberdeen Trust 

Aberdeen Trust, the invest- 
ment and unit trust manage- 
ment company, reported prof- 
its of £981.000 pretax for the 
six months to March 31. 

The outcome, achieved on 
turnover of £7.l5m (£5.59m), 
compared with profits last time 
of £1.04m and was struck after 
reorganisation costs totalling 
£600.000, including a compensa- 
tion payment of £150,000 to a 
former director for loss of 
office. 

The costs masked a sharp 
improvement at the operating 
level - profits moved ahead 
from £1.19m to £2. 07m - 
reflecting strong growth in 
fund management and cur- 
rency benefits. Interest 
charges, however, jumped from 
£221,000 to £523,000 as a result 
of the transaction last Septem- 
ber with Century Life. 

Earnings per share dipped to 
0.81p (0.97p) and the interim 
dividend is halved to 0.5p; a 
final of lp is forecast, however, 
which would maintain the 
total at l.5p. 

Molynx 

Molynx Holdings, the closed 
circuit television, security and 
building energy management 
systems maker, showed no 
improvement in the second 
half of 1992 and finished the 
year with a loss of £486.000. 

It is omitting the final divi- 
dend to leave the total at l^p 
(4p). 

The loss, against a profit last 
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Dominic Cadbary: insists no dramatic moves needed 


AsMoy AliMood 


tres on Cadbury’s international 
businesses, into which a grow- 
ing share of resources has been 
channelled. Seventeen of its 20 
acquisitions io the past five 
years were abroad and 
accounted for £900m of the 
£i.25bn total spent. But while 
half of sales has for some years 
come from abroad, the share of 
profits has slipped from 63 per 
cent in 1969 to 55 per cent last 
year. 

Cadbury’s overseas 
operations, spanning some 150 
countries, are widely, but 
thinly, spread. It is clear leader 
only in a few - mostly tradi- 
tional Commonwealth mar- 
kets. The group says exploiting 
profitable sub-sectors of the 
market matters more than 
overall category leadership and 
scale. 


N onetheless, it has 
recently been stung by 
the sceptics into rais- 
ing- the profile of its interna- 
tional ambitions, particularly 
in confectionery, where foreign 
expansion has historically 
received less emphasis than in 
beverages. 

“The aim is very clear. We 
intend to be part of the big 
league." says Mr David Wett- 
ings, who became group chief 
executive last month after run- 
ning the confectionery busi- 
ness. He wants Cadbury to rise 
from fourth position in the 
S45bn world market to rival 
Philip Morris for second place 
behind Nestle. The challenge is 
how to do it. Cadbury sold its 
US operations in 1988 to Her- 
shey, which makes its brands 
under licence, though it 
remains free to sell sugar con- 
fectionery there. Cadbury also 
concedes it ts weak in conti- 
nental Europe, where its con- 
fectionery sales in France, Ger- 
many and Spain were £269m 
last year. 

The group needs acquisitions 
to expand further In Europe 
and is counting on competitive 
pressures to shake out more 
candidates. But rivals have 
already purchased many of the 
best targets, and most of those 
remaining are «nati and pri- 
vately-owned. They are also 
being eyed just as eagerly by 
Philip Morris and Nestlfe, 
which have deep pockets and 
reputations for paying 


sky-high prices. 

Mr Wellings remains 
undaunted. “If we can't find a 
ready-made hotel to buy in 
Europe, we’ll build our own 
brick by brick.” he says. 

Apart from Australia and 
New Zealand, where Cadbury 
is well-entrenched, that leaves 
Africa, Asia and the Middle 
Bast. Hie group thinks these 
regions are set for rapid 
growth and has long had a 
presence in all of them. It 
recently built a plant in Egypt 
and plans another in China. 

However, the investments 
needed to build sizeable busi- 
nesses in so many countries 
look formidable. Though the 
group's balance sheet and cash 
flow are strong, Mr Cadbury 
admits new markets take time 
to contribute to the profits 
stream which he is committed 
to increasing every year. 

Nor is the Cadbury brand 
that powerful an asset Though 
the company is known world- 
wide, its name and established 
confectionery tines mean little 
to consumers in many coun- 
tries. Even In Europe. Mr Well- 
ings says, UK products need to 
be re-formulated and re- 
branded locally. 

In beverages, the challenges 
are different. Brands such as 
Schweppes and Canada Dry 
are genuinely globaL However, 
like much of the group's bever- 
age range, they are niche prod- 
ucts with limited mass market 
appeal. Though the world's 
third largest soft drinks pro- 
ducer, Cadbury Schweppes' 4 
per cent market share puts it 
far behind Coca-Cola and 
PepsiCo. 

The group's prosperity 
hinges on balancing between 
two options. Either it can fran- 
chise its brands to other soft 
drinks bottlers, which minim- 
ises investment but also con- 
trol over distribution. Or it can 
invest in its own bottling facili- 
ties, as it did by acquiring a 
Mexican mineral water com- 
pany for £188m last year. That 
gives a firmer grip on market- 
ing but requires high sales vol- 
umes to be economic. 

Cadbury Schweppes’ success 
in treading this tightrope bas 
depended heavily on its agility 
and skill in forging alliances 
around the world with Its big- 
ger rivals. “We can help Pepsi 


time of £ 1.93 m, was made from 
salftw of £24-5m (£22m). 

Operating profit in CCTV fell 
from £l.l6m to £515,000 
reflecting the severity of reces- 
sion In the UK during which 
nearly all main customers 
were reducing capacity. 

Management systems moved 
from a profit of £L18m to a loss 
of £578.000 which was spread 
across all markets of operation. 
Savage trading conditions in 
UK construction hit margins 
hard. 

Gearing at the year-end was 
82 per cent and steps will be 
taken to reduce borrowings. 

Losses per share came to 1.9p 
(earnings I0.7p). 

EFM Income 

Over the year to April 30 net 
asset value per share at EFM 
Income Trust, a split capital 
trust, fell from 47JJp to 455p. 

During the second half total 
assets of the fund appreciated 
by M2 per cent against a rise 
of 105 per emit from the FT-A 
All-Share Index. 

But that was not enough to 
recover the underperformance 
of the opening and over 
the year total assets rose 3.4 
per cent compared with an 
increase of 8J per cent from 
the Index. 

On the income side net reve- 
nue fell from £840,000 to 
£755,000 from earnings per 
share of 5p (5.6p). The dividend 
is held at 4.875p with an 
unchanged final of 1.275p. 

Lots 

A$ A result of losses in its new 
vessel, London & Overseas 
Freighters saw pre-tax profit 
fall from $2.67m to 81.86m 


(£1.2m) in the year to March 31. 

The accounts are now stated 
in dollars as the company 
moved its domicile to Bermuda 
a year ago. The dividend this 
time is 2 cents gross, which 
will be converted into sterling 
unless individual shareholders 
decide otherwise. The 1991-92 
payment was 1.25p net 

Directors said the reduced 
profit could be blamed on trad- 
ing of the acquired Nestor, 
now renamed London Enter- 
prise. Its losses have been 
$630,000 since being transferred ; 
from Scoresby. 

This year London Enterprise 
will be overhauled with conse- 
quent loss of revenue. In mid- 
July the newly built tanker 
London Pride should be deliv- 
ered to trade under the profit- 
able charter to Chevron. 

Western Selection 

At March 31 1993 net asset 
value of Western Selection, the 
investment finance company, 
was 18.82P, and 21.75p taking 
the market value of listed asso- 
ciated undertakings. 

Operating profit for the half 
year to March fell from £27,000 
to £24,000, but the previous 
period had to combat costs of 
£50,000 from discontinued 
operations. Earnings per share 
were 0.16p (losses O.llp). 

The half year included the 
dividend from Burlington 
Group- It was maintained but 
the gross amount fell because 
of the reduced credits available 
following the Budget. 

Western has a 39.6 per cent 
holding In Creston. The latter 
plans an acquisition for shares, 
which Western supports, and 
that will reduce its stake to 
15.3 per cent. 


by strengthening its ability to 
compete with Coke, and we 
can help Coke by filling niches 
in its portfolio.” says Mr Frank 
Swan, head of the group's bev- 
erage business. 

That did not prevent an 
uneven performance in conti- 
nental Europe last year, due 
partly to structural changes 
and fiercer competition in the 
soft drinks business. But Mr 
Swan thinks these shifts will 
also create chances for deals 

and ventures which Cadbury is 

well-placed to seize. 

In the US, he says, the group 
can continue to grow profit- 
ably by distributing existing 
products more widely. But he 
would also like to expand its 
modest 4 per cent market share 
and brand portfolio through 
acquisitions. He does not rule 
out a deal with Dr Pepper, the 
soft drinks group which Cad- 
bury tried to buy in the 1980s 
and which has US sales double 
those of the UK company. 

But some observers believe 
that, with Mr Wellings as chief 
executive, any big medium- 
term developments are more 
likely be outside soft drinks - 
a view reinforced by his recent 
emphasis on the global ambi- 
tions of the confectionery side. 
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N or does Mr Wellings 
exclude expansion into 
new fields. While dis- 
missing as speculation reports 
that Cadbury had discussed a 
possible merger with United 
Biscuits earlier this year, he 
says: “Just because we make 
products that are brown and 
sold in little packets doesn’t 
mean that is the only business 
we are going to be in. It is a 
statement of fact that we're in 
confectionery and soft drinks. 
It need not be a statement of 
intent" 

What lies behind those com- 
ments is unclear. The group’s 
top managers emphasise that 
they remain pragmatic about 
how to further the group's 
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analysed in depth in 
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to be published by 
the Financial Times. 
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development and will take 
opportunities as they come. 
“Acquisition, alliance, joint 
venture - we're open to it," 
says Mr Wellings. 

However, that also implies a 
dependence on the right oppor- 
tunities turning up at the right 
moment Perhaps the one cer- 


tainty is that, as a group which 
is committed to sustained 
increases in annual profits and 
has already experienced the 
threat of hostile takeover, Cad- 
bury knows it cannot afford to 
disappoint the expectations its 
performance bas created 
among its shareholders. 
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COMMODITIES AND AGRICULTURE 


Peru seeks buyer 
for mining group 


Canada eases barley controls 


By Sally Bowen In Lima 

THE PERUVIAN government 
officially announced yesterday 
that it was soliciting offers for 
up to 100 per cent of its holding 
in Centromin, the country's 
largest state-owned mining 
concern. 

Chase M anhat tan is handling 
the promotion. An information 
memorandum is available to 
prospective purchasers on sig- 
nature of a letter agreeing to 
respect confidentiality. 

Centromin owns and oper- 
ates seven production units, all 
located in the high central 
Andes. The company was 
formed in 1974 after the expro- 
priation by the then military 
government of the mines and 
La Oroya metallurgical com- 
plex previously owned by the 
Cerro de Pasco Corporation of 


the US. 

The La Oroya complex, one 
of the world's largest, produces 
five main refined metals - cop- 
per, zinc, lead, silver and gold 
- as well as 17 by-products 
such as arsenic, antimony and 
sulphuric acid. Last year's 
sales topped $400m and more 
than 70 per cent of output was 
exported. 

Centromin has been badly 
decapitalised over the years, 
although recent management 
changes have resulted in 
greater efficiency. But huge 
investment will be required 
from the new owner, not least 
in urgent environmental 
improvements at La Oroya. 

Although no official 
announcement has yet been 
made, the government is 
believed to favour selling the 
operation as a whole. 


By Bernard Simon in Toronto 

THE ACCELERATING 
liberalisation of the North 
American grains trade has 
been underlined by a Canadian 
Wheat Board decision to loosen 
its hold on domestic barley 
sales and exports to the US. 

The move reinforces other 
measures over the past four 
years that have eased trade 
controls and contributed to a 
big rise in grain trade between 
the US, Canada and Mexico. 

The barriers will come down 
further under the North Amer- 
ican trade agreement, which is 
due to be take effect next Janu- 
ary. Under Nafta, Mexico has 
agreed to replace import per- 
mits on wheat with mod Kate 
tariffs. The Mexican wheat 
market has been opened signif- 
i can tly to US and Canadian 
exporters over the past year by 
channelling imports through 
the private sector rather than 
the now-disbanded government 


procurement agency. 

C anadian farmers can in 
future choose between selling 
barley through the Wheat 
Board or through private trad- 
ers. In addition, curbs on 
imports of US barley and bar- 
ley products will be lifted on 
Aug 1. Mr Michael Wilson, 
Canada's trade minister, said 
the new rales would create “a 
true continental market for 
feed and malting barley which 
will benefit farmers on both 
sides of the border". 

According to a recent consul- 
tant’s report, the changes will 
lift Hannrtifm barley producers’ 
revenue by about 17 per cent 
Critics of the new policy are 
concerned, however, that it 
could further weaken the 
authority of the Wheat Board 
and increase pressure for the 
board to give up its monopoly 
on wheat sales. 

Thanks in part to the 
removal of import permits in 
1991 under the US-Canada free 


trade agreement, the US has 
become Canada’s second big- 
gest market for durum wheat, 
used for pasta. Exports to the 
US soared to 276,000 tonnes, 

equal to about a quarter of the 

US durum market, from the 
start of the present season last 
August to mid-March, com- 
pared to 202,000 tonnes in the 
same period last year and vir- 
tually zero in 1990. Meanwhile, 
US shipments of pasta to Can- 
ada have jumped seven-fold. 

The Wheat Board relin- 
quished control over oats 
exports in 1989 at virtually the 
time as bilateral import 
curbs were dropped. In addi- 
tion, almost all Canada's flour 
mills have either been bought 
by or folded into joint ventures 
with US companies. 

According to Agriculture 
Canada, floor exports to fee US 
reached 51,000 tonnes in the 
first seven months of this sea- 
son, more than double the 
average in the 1980s. 


Shephard gets warm welcome from her new flock 

Britain’s first female agriculture minister brings a fund of goodwill to a difficult job 


I NVITED TO comment on 
the appointment of Mrs 
Gillian Shephard as 
Britain's minister of agricul- 
ture in the recent cabinet 
reshuffle the chairman of the 
Norfolk branch of the National 
Farmers' Union replied: “It’s 
the second good thing that's 
happened - fee first was fee 
rain and the second was Mrs 
Shephard's appointment" 

Well, the soil had became 
very dry towards the end of 
May and Mr Charles Wharton, 
who made that comment, is a 
hard-headed commercial 
farmer as well as holding the 
NFU office. He knew the nun 
would be good for his income 
and he clearly hoped Mrs Shep- 
hard would he too - but wife 
her he could only hope. 

A native of Norfolk as well 
as representing a constituency 
in the south-west of the 
county, Mrs Shephard told that 
story against herself at the 
weekend during the first policy 
speech of her administration - 
once again in Norfolk. Her 
audience of fanners shared her 
amusement at the practical 
response of one of their neigh- 
bours. But they also seemed 
happy to give the new minis ter 
the benefit of the doubt, for the 
time being at least. 

For Gillian Shephard has a 
good record among formers in 
Norfolk. Before she became an 
MP in 1987 she had been an 
active and effective county 
councillor. During her mete- 
oric rise to cabinet level, cul- 
minating in her last job as sec- 
retary of state for employment, 
she also found time to pursue 
farming issues in her constitu- 
ency. 

Notable were her successes 


FARMER'S VIEWPOINT 



By David Richardson 


in persuading plant health 
authorities, in what is now her 
own ministry, to modify puni- 
tive regulations relating to the 
sugar beet disease rhizomania 
and her advocacy of the case 
for fairer treatment of irrigat- 
ing formers during the drought 
and water shortage two years 
ago. 

Farmers from her constitu- 
ency say feat she has listened 
to and, perhaps more to the 
point, understood their prob- 
lems. Her family background 
as fee daughter of a Norfolk 
smallholder and cattle dealer 
will continue to stand her in 
good stead as she battles with 
the complexities of fee Euro- 
pean Community’s common 
agricultural policy and the 
General Agreement on Tariffs 
and Trade over the years to 
come. Indeed she says she rel- 
ishes fee task and now has the 
political post she always 
wanted. 

In her speech last Friday 
evening she dropped a few 
hints about her approach to 
the job. She would, for 
instance, review fee case for 
the winding up of the Potato 
Marketing Board. Previously, 
following rulings from Brus- 


sels, this was thought to he a 
certainty wife only fee timing 
in question. But Mrs Shephard 
apparently remains to be con- 
vinced that fee functions of 
fee Board should be sacrificed 
on the altar of fee EC Commis- 
sion and says she will look at 
it before making her decision. 

Moreover one of fee main 
planks of her approach to fee 
EC, she said, would be to 
ensure UK agriculture benefits 
from European policies and 
does not suffer discrimination 
in comparison wife other mem- 
ber states. 

British farmers will be 
pleased with that assurance. 
They have heard many stories 
of formers In other EC coun- 
tries gaining unfair advantage. 
Whether these are all true or 
not, they believe UK formers’ 
and traders’ relatively unblem- 
ished reputation for straight 

dftaling has been tarnished by 

allegations of fraud against the 
- Common Agricultural Policy. 
Recent stories concerning fee 
illegal sale of intervention 
store wheat, said to have been 
taking place in Italy, are just 
the latest in a long line of such 
misdemeanours in other coun- 
tries. 

T hat said, UK farmers 
would resent fee imposi- 
tion of yet more red 
tape and regulations to avoid 
such problems. Indeed there is 
a good case for reducing those 
already affecting the industry. 
More than a year ago Mrs 
Shephard’s predecessor, Mr 
John Gummer, admitted as 
m uch to an audience of form- 
ers and said he would try to 
eliminate some of them. Per- 
haps significantly, that was 


just before the last general 
election. 

In the meantime little 
appears to have been done to 
honour that pledge except that 
a few weeks ago Mr Nicholas 
Soames, one of Mr Glimmer’s 
and now Mrs Shephard’s minis- 
terial colleagues at fee minis- 
try of agriculture, repeated 
that “regulation must not 
inhibit enterprise". 

Mrs Shephard, the first 
woman in fee post, also thinks 
there are too many regulations 
and will be looking at fee list 
to see what can be done. But, 
she adds, we must be careful to 
ensure feat food health stan- 
dards are maintained. There 
should, she says, he less 
secrecy and more openness 
regarding any food problems. 
That way minor difficulties 
should not become major cri- 
ses. 

All of which ties in wife fee 
new minister's concern for the 
image of agriculture. She 
believes, she says, that success 
in her new job is vital, not only 
to farmers but to the rural 
ethos and the economy as a 
whole. The food trade gap. she 
concedes, has been increasing 
in recent years as retailers 
have sourced more of their pro- 
duce abroad. This is a trend 
that must be baited and 
reversed. 

Moreover, the future of the 
Food From Britain promotional 
agency, which has been under 
review for several months, is 
one of many matters in her 
pending tray. Rumour has it 
that the recommendation will 
be that FFB should concen- 
trate its limited resources on 
exporting food and leave fee 
home market to look after 


itself. 1 for one do not believe 
that that would be appropriate. 
Import substitution must be of 
as much importance to British 
agriculture and the British 
economy as exports. 

What is needed is a brave 
new initiative to promote 
home-grown food to British 
consumers. Bnt what British 
farmers seek more than any- 
thing else is a long-term 
approach. They feel that for 
too long government and EC 
agricultural policies have been 
lurching from crisis to crisis. 
They yearn for vision and lead- 
ership of the kind not seen 
since Labour’s Tom Williams 
was agriculture minister in fee 
post-war government. They 
know fee p rio ri ties are differ- 
ent now but they would sup- 
port any minister who could 
provide positive signposts to 
fee future. 

So, is Gillian Shephard that 
minister? There are those in 
her Norfolk South West con- 
stituency who believe that she 
is. Perhaps they are forgetting 
the fact that the whole system 
of far ming politics, controlled 
as much of it is by Brussels, is 
more complicated now than in 
the days of food shortages. Per- 
haps they are unaware of the 
limitations imposed on even a 
skilled and prominent member 
of fee cabinet 

Eight days into her new job 
she was saying all fee right 
things and, like many other 
Norfolk farmers, I wish her 
welL But, as she doubtless 
understands, her honeymoon 
period will only last as long as 
her policies are approved of by 
a forming community that has 
generations of collective expe- 
rience in complaining. 


Opec ministers gather for a 
tough bargaining session 


By Davkf LasceBas. 

Resources Editor 

MINISTERS OF the 
Or ganisati on of Oil Exporting 
Countries gather in Geneva 
today to negotiate a new pro- 
duction quota for fee third 
quarter of this year. 

Hie indications are that bar- 
gaining wiD he tough and oil 
prices have weakened in the 
run-up to the meeting in the 
expectation that the oil produc- 
ing cartel will continue to 
exceed Its self-imposed produc- 
tion ceiling. 

Analysts say that Opec pro- 
duction has recently amounted 
to about 600.000 barrels a day 
more than the official 33 - fim b/ 
d to tal, wife Iran, Kuwait and 


Given fee uncertainty in the 
market, a roll-over of the pres- 
ent arrangements might seem 
fee most logical outcome. 

However Opec will have to 
consider Kuwait's demand for 
an ple ase in its quota from 
1.6m b/d to over 2m b/d now 
that its oil industry is getting 
back into shape. Kuwaiti offi- 
cials have touring other Opec 
members of fee meeting 
to lobby for a bigger share. 

The outlook for oil demand 
shows only a small growth, but 
fee coming period will be influ- 
enced by stock building ahead 
of fee winter months, and this 
extra demand could provide 
Opec wife the leeway It needs. 

Estimates of fee likely stock 
build vary between 609,000 and 


demand for Opec oil could rise 
above 25m b/d in the period 

If Opec ministers decide the 
raise the ceiling they will have 
to choose whether to share out 
fee additional production on a 
pro rata basis, or on the basis 
of capacity. 

Analysts at the London- 
based Centre for Global Energy 
Studies say feat a pro rata 
agreement would principally 
benefit Kuwait, Saudi Arabia 
and Venezuela, but a capacity- 
based de a l would mainly bene- 
fit Iran. In both cases, Nigeria 
would have to cut outpui. 

The centre says Opec is in a 
difficult position, but will prob- 
ably be forced into a com pro- 
mis; based on a combination of 


BP-Statoil’s joint project in 
Azerbaijan may cost $3bn 


By Karen Fossil in Oslo 

THE BP-Statoil alliance 
expects to invest up to US$3bn 
on the development of fee Chi- 
r akh oilfield in Azerbaijan, 
according to an internal Statoil 
document feat also spells out 
development plans 

The two companies have 
been reluctant to reduce 
investment figures because of 
fears that negotiations now 
under way might be adversely 
affected. 

Hie Angles Norwegian alli- 
ance. which holds a 50 per cent 
stake in fee field, aims to com- 
plete negotiations with Azer- 
baijani officials in mid-1993 on 
development terms and condi- 
tions. 

Socar, fee Azerbaijani state 
oil company, holds fee other 50 
per cent Of fee Alliance total 
sharphftMmg , Stated, fee Nor- 


wegian state oil company, 
holds IS per cent which m ea ns 
it will invest up to Nkr3bn 
(£285m) to cover its share of 
development costs. 

That would be fee biggest 
investment ever made by Stat- 
oil outside Norway and would 
have to be approved by the 
government and possibly by 
the parliament. Chirakh’s oil 
reserves are estimated to be 
between Ibn and l.5bn barrels 
of ofl. It also has some gas. 

One steel platform substruc- 
ture is already in fee field and 
two others are under construc- 
tion in Baku, Azerbaijan’s capi- 
tal. According to preliminary 
plans, two d rilling platforms at 
present under construction are 
aimed to be installed in fee 
field at the end of 1995 wife 20 
wells drilled from each. In 
addition, fee process platform 
may be installed at fee end of 


1996 and produce oil from 1997. 

A third drilling platform is to 
be installed in 1997 from which 
50 wells will be drilled. Produc- 
tion from the field is expected 
to be reached by 1999 at a rate 
of 200,000 barrels a day. 

Tfce allian ce will build the 
platforms locally but the mod- 
ules will have to be built in the 
West and transported via the 
Black Sea or the Baltic. 

One 36 inch diameter oil 
pipeline and a 28 inch diameter 
gas pipeline from Chirakh are 
p lanne d to link to an 800,000 
barrels of oil a day capacity oil 
terminal and a gas terminal 
wife capacity to handle *L3bn 
cubic metres annually. 

The oil is to be transported 
further through another pipe- 
line to Iskenderun on the Turk- 
ish Mediterranean sea coast 
while the gas will he used 
locally. 


White Nights partners keen to press on 


By Lsyfa Boulton in Moscow 

WESTERN PARTNERS in a 
Russian ofl extraction joint 
venture have said they hope to 
be able to continue a project 
which is seen as a test of Rus- 
sia’s ability to attract foreign 
investment to its ailing energy 
sector. 

Phibro Energy Production, a 
subsidiary of Salomon, which 
owns 45 per cent of fee White 
Nights joint venture, had 
threatened to pull out of fee 
project unless the Russian 
side, a state-owned company 
called Varyoganneftegas. radi- 
cally changed its behaviour. 

Mr Brian Lavers, Phibro’s 
chairman, said on Friday that 
crisis talks, begun last month 
wife Russian partners in fee 
Siberian town of Radozhny. 


would be resuming in 10 days 
tune. 

“"We haven't solved all the 
problems. . . [but] we're defi- 
nitely making progress 
towards being able to continue 
with fee White Nights joint 
venture." he said. 

Phibro has alleged that Vary- 
oganneftegas had fereatened to 
halt payment of contracts and 
of US workers on fee site, and 
to stop efforts to obtain fee 
necessary licences and export 
tax exemptions. Hie US com- 
pany has spent some SI 15m on 
the project since it started two 
years ago. 

Mr Lavers declined to give 
details of what kind of prog- 
ress had been reached, but he 
said “fee most important sin- 
gle issue" was to persuade the 
Russian government to start 


operating an export tax exemp- 
tion for joint ventures created 
before January 1 1992. The 
exemption was announced last 
July but fee Russian authori- 
ties had not yet set up a com- 
mittee to implement it. he said, 
adding that in fee mean time 
fee company had paid 310m in 
tax. 

Mr Robert Denham, chair- 
man of Salomon, told Mr Lloyd 
Bentsen, the US Treasury Sec- 
retary, before he paid a brief 
visit to Moscow last week, that 
the action contemplated by 
Varyoganneftegas was "theft’’. 
Mr Bentsen noted on Friday 
that one of Russia's big prob- 
lems was “capital to further 
modernise and increase invest- 
ment in equipment They can 
expand much foster if they get 
additional capital". 


WORLD COMMODITIES PRICES 


MARKET REPORT 

GOLD drifted lower on the London 
bullion market, but dealers add 
that it had survived several tests 
of support at $372 a troy ounce. 
There was a lot of nervousness 
around the morning fix after 
Friday's 40-mlnute fix when the 
price jumped $3-$4. “Nobody really 
wanted to buy this morning and 
the price just came right off,” one 
dealer said. The market found little 
encouragement from New York, 
which open ed we aker. London's 
robusta COFFEE closed just above 
the day’s lows, but dealers noted 
some early signs that the 
downward move might be ruining 
out of steam.. The market continued 


London Markets 


wot markets 

Crude oH (per barrel F08HJU) 

+ cr ■ 

tMxri 

$1542-605: -.255 

Brant Bland (dated) 

517.92-7.95 

-586 

&wnt Blend UuQ 

518.02-8^5 

-586 

W.T-J (1 pm red) 

S19.39-8.42z -.465 

CM products 



(NWE prompt doilvory par toms CtF 

t or - 

PranSunr Gasoline 

S20B-208 


Gas OS 

SI 68-189 

-3 

Heavy Fuel CM 

563-65 

-2 

Naphtha 

5179-1 B0 

-1 

Petroleum Argus Estimates 



Other 


+ or - 

Gold (per troy as)} 

$374.2 

-0.4 

SSvar (per boy cn)* 

4434c 

-1 

PUkun (per bay or) 

$388.00 

-4.75 

PaJtedbm (par hoy az) 

£12X50 

-026 

Copper (US Producer) 

88.0c 

-1 

Lead (US ftodumr) 

3050c 

■093 

TVi Qtireia Lumpur irwfceQ 

l390r 

-008 

Tin (New Ycr»4 

Z43.0C 


2nc (US Prime WbsJamj 

HLOc 


Caffle Qfee wefghTt 

144.74p 

4221* 

Sh*? (to* weight))* 

12X46p 

036" 

Plgo dm netgMtt- 

S0L33P 

-0.78* 

London doty sugar (row) 

5260.1 

+4.8 

London drfy sugar (white) 

£2785 

-25 

Tate and Lyle export price 

£2665 

+65 

Barley OEnfpsJi toed) 

Una 


Matos (US No. 3 yeflowj 

El 665 


Where (us Dark Northon) 

Uto 


Rubber (JUJf 

5950p 

+050 

Rufabre (Augff 

59-75p 

+050 

nibtMr (KL RSS No 1 Jug 

2105m 

*1 

Coconut o* (RiUppinoojS 

S44fi.0y 

-25 

Ratal 01 (MdsyatanlS 

S37O0U 

-25 

Copra (B*toP*W8»§ 

S288JJU 

4 

Soyabeans (US) 

C)7BJJz 

+25 

Cotton “A* Max 

88.70c 

■025 

WooHops (94s Super) 

357p 



£ » tonne wtow gttxmfae rtnind. 
c-centa/lb. r-ringgK/kg, y-ju/Aug u-Jun.z-.JUy.. 
v-OO/Dec Vtondon physical. SOF HOardem. 4 
Sudan martial cfc&a. m-MMa/stan canMfta4«mp 
pipes era now tin might prices * ™ m a 
won ago. povfafanai phase. 


to be driven by technical factors 
in New York, where the breach 
of support at 60 cents a lb for the 
July contract late last week put 
It on the defensive. New York raw 
SUGAR prices were easier al 
midday as the market continued 
to absorb Cuba’s declaration of 
a 45-day force majeure last week. 
Analysts said that uncertainty over 
whether Russia and China would 
look for alternati ve supp lies Inspired 
nervousness. COPPER appeared 
to be consolidating on the LME 
after Friday's volatile trading, with 
three-month metal settling into a 
range between $1,820 and $1,850. 

Compiled from Reuters 
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S price 

C equivalent 

Ctose 

37450-374.40 


Opentog 

374.75875^5 


Morning ft* 

37548 

247446 
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37250 

245538 
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Day's low 

37250-37350 


Loco Ldn Mean GaU Leadtog Rates (VS USA 
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2^8 8 mortals 254 
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2M 12 months 259 
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251 


Stiver fix 

p/tniy cr 

US as equhr 

Spot 

287.10 

43550 
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29055 

<3856 
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20455 
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302.85 
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New Sr-arMpi 

89508250 

5850-61.00 

TRADE) OPTIONS 

Akratahon (987K) 
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43 

66 

19 

28 
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30 

51 

31 

38 
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19 

39 
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49 

Copper (Grade Ai 


Cato 
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91 

64 

52 
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67 

SO 

74 
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48 
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12 

<8 

24 

48 
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2 

30 

84 

78 
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18 
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39 

81 

1 

9 
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16 

44 
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17 
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18 

if 
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30 

60 

12 

30 
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7 

30 

37 
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1 
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LONDON STOCK EXCHANGE 


Advance renewed in poor turnover 


Actuaries. .Share., indices ; 


By Terry Bytand, 

UK Stock Market Editor 

VAGUE AND poorly sub- 
stantiated hopes for a reduc- 
tion in UK base rates contin- 
ued to sustain the London 
stock market yesterday as it 
opened the new trading 
account. Volume was unim- 
pressive and, in spite of a i<L9 
points gain, the FT-SE 100 
index was off the top at the 
dose and still lowly placed in 
its latest trading range. 

The hope that a further cut 
in domestic interest rates 
might provide a stimulus for 
consumer spending lent sup- 
port to the brewery, and to 
some other selected consumer 
sectors, at first But much of 
the encouragement to the UK 
stock market came from good 
company results. 

In early trading, which was 
helped by a somewhat techni- 
cally-inspired gain in stock 
index futures, the Footsie 
index advanced by nearly 20 
points to brush the 2JJ50 mark. 
But investment support was 
not sufficient to breach the 
2,850 level and the market soft- 
ened towards the close as Wall 
Street came in with an early 
loss of 8 points on the Dow. 

The final reading showed the 
FT-SE Index at 2,844.8 for a net 
gain of 119. The FT-SE Mid 250 
Index rebounded sharply, dos- 
ing 9.8 up at 3,184.9. within 
seven points of the all-time 
high reached last week. 


FT-SE 100 


FT-SE MID 250 


Dividend 
hopes lift 
PowerGen 


Much better results than 
expected from PowerGen. the 
electricity generator, together 
with an upbeat statement on 
current year prospects and the 
carrot of an accelerated divi- 
dend payout, fuelled a substan- 
tial surge in the generator’s 
shares. 

The PowerGen stock price 
raced up to equal it's year’s 
high of 368p, up 13, on &9m 
shares traded, as the market 
absorbed the news. 

‘'The company's profits were 
a good £5m above the most 
optimistic of analysts* fore- 
casts and the 14 per cent 
increase in the dividend total 
was at the top end of expecta- 
tions.” said one utilities spe- 
cialist. 

The real thrust of the shares’ 
advance, the analyst added, 
came from the company's 
statement that it intends to 
bring down the level of divi- 
dend cover from the current 33 
times to a level of 23 to 2.7 
times: “a simple calculation 
means that even on a modest 
level of earnings growth the 
dividend will grow by a mini- 
mum 15 per cent over the next 


NEW HIGHS AND 
LOWS FOR 1993 
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But trading volume, at only 
456m shares through the Seaq 
system made a poor compari- 
son with the 625.6m traded on 
Friday - although Friday's 
business was worth £1.27bn in 
retail, or customer, value pnd 
thus maintained the recovery 
in genuine investment activity 

Of the past fortnight. Tr ading 
in fton-Footsie stocks madp up 
around 64 per cent of yester- 
day's Seaq total, at the high 


end of recent daily averages. 

The speculation of a cut in 
UK base rates by Mr Kenneth 
Clarke, the new UK chancellor 
of the exchequer, continued 
despite doubts expressed by 
several leading UK equity 
strategists. Mr Peter Thorne at 
Nikko commented that, while 
base rates may be cut by 03 
per cent "as evidence accumu- 
lates” that the economic recov- 
ery is faltering, this may add 


only 50 points to the Footsie 
Index. 

At Strauss Turnbull, Mr Ian 
Harnett warned that recent 
company results could prove 
highly significant. He points 
out that the price earnings 
multiple on the FT-A All Share 
500 Index is now around 193 
per cent, raising queries once 
again over valuations of the 
London stock market 

The debate over domestic 


trading volume in major stocks 
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two to three years.” 

Residual market worries 
over heightened interference 
from the electricity industry 
regulator Offer are minimised, 
according to specialists, by the 
fact that the government wUL 
want to unload its remaining 
40 per cent stake in PowerGen, 
and also in National Power, 
within the next couple of 
years. "The government can’t 
put tiie squeeze on the com- 
pany if they are hell bent on 
gftUHig the rest of the shares." 
said one trader. National 
Power, trading ex the l^p final 
dividend, added 10 at 353p. 

Trafalgar rights fear 

Volume in international con- 
glomerate Trafalgar House 
rose to a hefty 12m, making it 
the day’s most heavily traded 
stock and the shares gave up 4 
to 96p, as fears that the com- 
pany would soon be calling on 
investors for more cash swept 
through the market 

Speculation of a rights issue 
was fuelled by reports in the 
weekend press and by the close 
of business yesterday a feeling 
that a cash call was inevitable 
had grown. One analysts said: 
*The balance sheet is still 
stretched and I Just can’t see 
how they can avoid one..” How- 
ever, Mr Geoff ADum at Nat- 
West Securities said: “It will be 
difficult for them to get a 
rights issue away. 1 think it is 
more likely that Trafalgar will 
attempt disposals.” 

Such a move would be the 
third time in less than two 
years that Trafalgar had called 
on the market having raised 
£204m in February this year 
through a sterling issue and 
£310m through a rights issue in 
July 1991. 

Vodafone bought 

News that US investors have 
continued to increase their 
holdings in Vodafone, the cel- 
lular phones group, coincided 
with the shares extending last 
week's strong showing and 
movin g up to their highest 
level since mid- 1989. 

Only last week the company 
announced that US holdings of 
Vodafone stock had increased 
to 186-5m shares, or 18.5 per 
cent of the group's Issued capi- 
tal Yesterday. Vodafone said 
US investors now spoke for 
19.13 per cent, or 192JJm shares 
in the company. 

Vodafone is scheduled to 
repent preliminary figures this 
morning, with the more opti- 
mistic analysts looking for 
profits In the region of £325m 
and a dividend total of around 
7p. There are also strong hopes 
in the market that Vodafone 
will deliver an upbeat message 
on current prospects, including 
good news of “usage" or call 
rates in its cellular phone busi- 
ness. 

Vodafone shares touched 
471p at one point yesterday, 
prior to ending the day a net 13 
higher at 467'/*p. Turnover was 
a heavy 7.5m shares. 

The profits warning issued 
by Jeyes Group saw the shares 
plunge to 315p before closing a 
massive 122 off at 317p. 

Drug stocks continued to 
underperform therest of the 


EQUITY FUTURES AND OPTIONS TRADING 


THE derivatives sector 
opened quietly hut came to life 
at mid-morning, driving the 
underlying equity 
ahead for a brief period. 
Overall however, traders com- 
mented that business was thin 
and that investors remained 
unconvinced of the outlook 
for domestic interest rates 
and for share prices. 


Attention was switching 
towards the September con- 
tract on the FT-SE 100 Index, 
which will take over this 
month from the June contract 
as the market’s chief driving 
force. At one stage the June 
contract, now at an effective 
nil premium against fair 
value, was strong against the 
cash market but trade was 
two-way and there was not 
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UK market, and were again 
restrained by a sluggish open- 
ing performance by Wall 
Street 

Glaxo managed a minor rise 
at 591p and SmithKline “A" 
edged up 5% to 449p. Wellcome, 
however, unsettled by the Aids 
Conference being held this 
week in Berlin, and worries 
about the Retrovir patent trial 
scheduled to get underway in 
the US on June 28, dipped 7 
more to 753p, extending its 
recent run of poor perfor- 
mances. 

Zeneca eased 3K to 617Kp 
and the new nil-paid 4ft to' 
19ftp. ICI, on the other hand 
just failed to piece the 70Qp 
level, closing another 8 to the 
good at 697p. 

Two big block trades in Brit- 
ish Gas shares, each of 3£m 
shares and bote transacted at 
289p, catapulted Gas to second 
place in the list of London's 
most heavily traded stocks. 
Gas settled a shade harder at 
308ftp. 

Lasmo extended its recent 
bout of strength, the shares 
moving up to touch 162p before 
closing a net 4 higher at 161p 
after turnover of 2.7m. Dealers 
reported further sizeable sup- 
port for the shares from US 
sources, ahead of the current 
round of presentations to US 
institutions and the forth co- 
moing full ADR listing. 

Lasmo escaped being 
dropped from the prestigious 


FT-SE 100 index last week 
when the newly-demerged 
Zeneca entered the index, and 
may well escape the drop into 
the FT-SE Mid 250 index when 
the FT-SE steering committee 
meets to consider its quarterly 
review of constituents tomor- 
row. 

Shell, due to deliver a pre- 
sentation to institutions in 
London next Monday after a 
series of meetings with inter- 
national institutions, outpaced 
BP, closing 7 better at 610p. 
Strauss Turnbull, the stockbro- 
ker, was an aggressive buyer of 
the shares, and told its clients 
that the stock was “massively 
undervalued-" 

Talk that business services 
group BET would announce a 
cut in the dividend when it 
reports figures next week led 
to heavy dealing in the stock. 
Volume rose to 5.7m as the 
shares gave up 4 to lllp. 

Speculation that British 
Aerospace was likely to win an 
order for 200 Hawk aircraft 
with a total value of up to £4bn 
brought a strong advance to 
make it one of the day’s best 
performing stocks. 

The shares pushed through 
the 380p barrier, the price of 
the 1991 rights issue, for the 
first time since 1991 to end 17 
better at 387p, in trade of 3.7m. 

Further orders particularly 
for the Tornado are also said to 
be in the pipeline. 

A badly executed sell order 
caused a slide in Simon Engi- 
neering. The shares closed 9 > 
lower at 37p. 

Engineering group James 
Wilkes was once ag ain the sub- 
ject of bid speculation with 
stake holder Suter named as 
the likely predator. The former 
closed 8 up at 88p, while the 
latter was unchanged at 151p. 

The sentiment In BAe 
boosted several other stocks in 
the aerospace sector thought to 
be potential beneficiaries of 
orders for BAe. These included 
Rolls-Royce, 3 firmer at 143p. 
and Smiths Industries 4 up at 
345p. 

Harts tone Group, the 
hosiery manufacturer hit last 
month by a profits warning, 
staged a minor rally, closing 
5ft up at 45p. 

The stores sector was bouyed 
.by better-than-expected con- 
sumer credit figures for April. 
Trading volume increased 
steadily during the day. 

A more cautious analyst said 
many stores were largely rally- 
ing from disappointing perfor- 
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gmmfi ti volume to enable tee 
best levels to hold. 

At the close the June con- 
tract was on offer at 2,450, but 
it began to drift off later as 
Wall Street made a slow start 
and trading volume in London 
died away. 

Business in traded options 
was reduced to 26,069 lots 
from Friday's 28,691, with the 
FT-SE 100 option decreasing 


its contribution from 8,796 
contracts to 6,319. Among the 
individual stock options, Brit- 
ish Gas stood out with 3355 
contracts transacted, with 
Morlei «mi Spencer on 8,650 
close behind. 

British Steel was also in 
demand, recording 2300 con- 
tracts, although this reflected 
no significant interest in the 
underlying stock. 


interest rates was little 
affected by a further dip in 
sterling yesterday , nor by the 
modest improvement in gov- 
ernment bond prices. The City 
of London has now accepted 
that developments on base 
rates may depend on the politi- 
cal outlook, and in particular 
upon the important speech in 
London next week by Mr 
Clarke. 

Speculation on interest rates 
Is likely to focus on the May 
retail sales figures which are 
due on June 16, just 24 hours 
before Mr Clarke delivers his 
Mansion House speech. 

The London market was 
helped yesterday by a pause in 
the US selling of pharmaceuti- 
cal stocks from the US. 
Although Zeneca remained out 
of favour, ICI again found the 
buyers. Oil stocks, also impor- 
tant components of the Footsie 
Index, remained very firm, 
with some of the second line 
Norte Sea stocks finding buy- 
ers. 

Support for the domestic 
consumer issues appeared to 
be lightly-based. 
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mances over recent and a par- 
ticularly poor trading day on 
Friday. 

Kingfisher closed 8 up at 
594p and Boots rose 6 to 441p. 
Marks and Spencer were 4 
firmer at 341p. Property shares 
continued to ride the wave of 
market confidence triggered by 
Mr George Soros’s move into 
the sector. British Land added 
8 more to 332p xd. 

Jacques Vert, designer, 
maker and retailer of women's 
fashions, outperformed a gen- 
erally subdued textile sector. 
The shares moved up 9 pence 
to 85p- Courtaulds Textiles 
advanced 6 pence to 371p in 
thin trading. 

MARKET REPORTERS: 

Steve Thompson, 

Joel Kibazo, 

Christine Buckley. 

■ Other statistics. Page 23 
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CROSSWORD 

No.8,170 Set by CINEPHILE 


F Btan c to lor the same word throughout the dues, but on five occasions 
Its meaning is cryptic 


ACROSS 

1 F less than 500 years after- 
wards 0?> 

4 Fallacy of backing one with 
money in a taxi (3,5) 

10 An apprentice sailor with 
flower of gypsum (9) 

11 F. F with F (5) 

12 F that sounds unhurried (4) 

13 Articled horseman with two 
nearest stars (3,7) 

15 Nothing changes in repro- 
ductive organs (7) 

16 Ditch that has fever, foot 
and mouth (6) 

19 F of two hands (6) 

21 F that sounds up-to-date (7) 

23 F of admirals: lo! they are 
toothless (10) 

25 F with some feathers (4) 

27 Excuses for gunfire? (5) 

28 Expose in the sun’s beat, 
heartlessly (9) 


DOWN 

1 Roman official to square F 
( 8 ) 

2 Sweetheart, F of a moat 
with rain (9) 

3 F that moves sideways (4) 

5 A cost cut coming up to F 
(7) 

8 Hybrid F began upheaval in 
vehicle (10) 

7 F raised first on fifth of 
August (5) 

8 Call about lady F (6) 

9 On hearing these words (an 
abstainer with an abstain- 
er’s) (2.4) 

14 Fs of rose and pea at capital 
racecourse (10) 

17 Pretender, young one 
mostly, getting a touch of 
the sun? (9) 

18 F of a thousand at speed in 
ugly rush (8) 


29 Unintelligible remarks? I 20 F, upsetting police, crazy (7) 


disagree! (8) 

30 Protestant F (6) 


21 Pick a number of stockings 
with a hole in? (6) 

22 F for mother and child (6) 

24 F, F of that in female 

monkeys (5) 

26 F that sounds like two (4) 




Solution to Puzzle No&169 
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FINANCIAL TIMES TUESDAY JUNE 8 1993 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


Dollar softens after big boost 


THE DOLLAR softened 
slightly against the D-Mark 
yesterday following the US cur- 
rency's powerful performance 
on Friday in the wake of the 
May payroll report, writes 
James Blitz. 

Friday's non-hum payroll fig- 
ure, showing a net rise of 
209,000 on the month, was well 
above market expectations, 
and the dollar rose 3 pfennigs 
that day to dose at DM1.6220 
on what dealers said was a 
huge volume of dollar baying. 

However, at least one dealer 
talked of some selling into the 
dollar rally on Friday evening, 
and that mood continued yes- 
terday as bank dealers took 
profits following the big move. 
As a result, the dollar fell back 
less than half a pfennig on the 
day to dose at DM1.619U. 

Mr Steve Hannah, chief econ- 
omist at 1BJ International in 
London, believes the dollar's 
next move against the D-Mark, 
is still upwards, because of the 
familiar problems of the Ger- 
man economy. 

But he believes that Presi- 
dent Bill Clinton’s political 
problems are becoming an 
increasing hindrance to the 
dollar’s rise in the short term. 

The Democrats’ loss of Texas 
in last weekend’s senate 
by-election may make it mote 

£ IN NEW YORK 


difficult for the President to 
get his energy tax bill through 
Congress. At the same time, 
the President has been facing 
new difficulties getting offi- 
cials nominated to key posts in 
the administration. “Some of 
Mr Clinton's political problems 
need to be cleared up before 
the next big move upwards," 
said Mr Hannah. 

By contrast, the D-Mark con- 
tinued to look soft against 
most European currencies yes- 
terday. above all the peseta, 
which rallied powerfully In the 
wake of the victory for Mr 
Felipe Gonzalez's PSOE in the 
Spanish elections. 

Foreign exchange dealers 
had assumed that Mr Jose 
Maria Aznar’s Partido Popular 
would have aggressively cut 
interest rates had it been 
elected. The assumption in the 
markets yesterday was that Mr 
Gonzalez would be more cau- 
tious about rate cutting, and 
Spanish money market interest 
rates were unchanged yester- 


day. 

The peseta closed at Pta76.84 
from a previous close of 
Pta78-27. It remained in second 
place ion the ERM grid with a 
divergence indicator of plus 49 
percentage points. The French 
franc again performed well 
against the D-Mark, dosing at 
FFr3.370 from a previous 
FFr3.372. 

Sterling weakened against 
the D-Mark in Monday’s early 
Asian trading as dealers con- 
tinued to take the view that 
there could be a near-term cut 
in UK base rates. 

However, although the 
pound touched DM2.45 in trad- 
ing in Australia, rate cutting 
fears dissipated in Europe. The 
pound closed at DM2.4650, a Vi 
pfennig higher on the day. 

Mr Mark Austin, treasury 
economist at Midland Global 
Markets, believes that the 
pound is likely to retain a floor 
at DM2.45, considering eco- 
nomic difficulties in Germany. 
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POUND SPOT - FORWARD AGAINST THE POUND 
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10% NOTIOXN. SMMS8 GOVT. BONO (BONDS) 
Fte 20n loot* el 160% 


Oasa Htfi Law Pnrv. 
Jun 94.69 94.80 3*^5 9455 

Sep 95.00 9S.10 

Esumated volume 930 (412) 

Previous day's open no. 3149 (35*0) 


PMLADBJWA SE E/S OPTXKS 
£31,250 (cants par El) 
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- 
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EsL VOL 0nc. Dgs. not shown) 34767 (47028) 
Previous day’s open ml 332613 (333884) 


THREE MONTH BMUOUJUI 
Sin porta nf 180* 


Pmv. 
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MONEY MARKET funds 

Money Market 
Trust Funds 


11 M Mto 

TOeCo^penift MBWt-teP M- 

ssm 

I ISO , 

100 225 i 

oakokiaosi-oisaE 


5^1 sse Un 

is IS istft 


m am wer 



Couns&OD 

agfei»— I iss ?al 


OKwesOrtGireK*" *•« 

Draesi 

CeoL Bd. 

SSS5^“?aS? « 


..-U81815 
sjjls-aaai 

Sfe on-23« >«S 


0-tan 

6-4* 


5 S2 

4 15 

560 

549 

4.12 

S57 

152 

4.15 

aa 

1 00 

1.40 

1 AJ 

SOI 

- 

510 


TBSaBw 

Can Final — 

7-**Furd - 

Sneomhrt - — ■ — 



TESSAPrtmr 

Money Market 
Bank Accounts 

a na we cm h& 

E2jno-ra.«n 1 yS 1 70 * — 

E10JHJ- 1 174 

AWm Mona Bank pin 

ao ay (tei ecu a«T. 


Daa Heng Bank :0L8B8H4.PU7 Fnatar Ace 

jtasEifjs aiffl 1 !' 

BaEtea-.“7.ISa SI g 

Dmrtisn 7sl no-Opema SOB Me 
asuobnaMnu«*iiS4iw 061 -«p tort 

SKRErdS Si 


tone save— Ud-oa ra H uy 
MdtMMudLMTIniftt, 

SI m 


H5«M43ttm»--l 5t2S 4210 I &jS| 

taaajoo-iirawt taiM Brtirerat 

Gamnl 

18-18 Itorenran Si London E 
MCACieJHD- 1 *5 


Ml i XW1 


071-6386070 



are WISE 

Mgak=[|9 

BSBSRSi=r.lU 


: - lor pnart mat beilart 

400 3 00 4 07 

ims SOT ire | S 12 

liO *125 184 

Us *ii2si s* 


UD to 0.499 

cio.ooo-g4.y3s- 

£25.000 -E49.4W - ^ .„~l 

CSOlOOO or nan — I STS 4 3125 I 

itovy iuwi auua - raw » it**e 

AIBad Trost Bank Ltd 

97-101 Cmxwe g Urtoa. £C4tt 540 

K4MA(£2t4ll-4 

TFariAtrzttji *l — 

Tmmpigooiti- — 

0»B*»42OTI -1 

HCA S2JW1 -I 

MSCadrooiH 

Franasr ifebSA 



707 SJO 

S 17 4 03 

&a, 

sw 42 

S.CO ITS 

S iO 413 

7 54 S67 


sat 

5.12 

584 

ISb 


MB) 


A ae rfca c 

SmoHaa. 


Bank Ltd 
wmitw 


E303-C9BS9S 

LIOTO-C44M44 

E5J300-O39999- — 

C10J3CO-£Ti«9»_ 

g5.aot>-c«599ea9 - 
£50000- 


Bank of ireiaod 

X-43 rage gscvyo 9.1 (EL 

nocoo- 

E2JW0-C949S 

Bade of ScoHanf 

38 ItacrtXeClv EJ. ECSP Ml 

ICX*r!251>Tr*9W 4 

T _ .4 


tax nm 


£02 





aw 



£75 



IN 


575 

431 


fi Interest Cherjoe Acc 

.1 1EL . 0753! 



' *Jlflf 

1 400 

1000 1 



HmbaclydP RnMHBm 

Bsf*“jnr -sai'ssrs 

or , -SM 2321 

SS$^?T5 s 

KMmart Benan U8 

1S8 kertUI tan ML Unlrt MB 2BT , BTWtfr 088 

HJXA IC2Wtl I 523 USl.Urlte* 

Hanwort Benson PltnMi >*ft 
to 


. JtUf 

rtiiiyrei^unpmaHST , on-ansM 

HLCA K2JJOH 1 5-2S 3-93 I V3?T 

Uoyds Bartt - l u v oat Ment Account 
ti mrad st London aapaas son* 

tsOJrtOurtabon — | JAO W S« 

HSl I3M 


■l- 


C2&.000-L 


,COO-g*'J,494 


_ .. 440 
S.’S 


071-4016446 
448 I 4 74 1 MSI 
XbT SOI MB 
4J1 I 5 90 1 MB 

Bank of Wates -Bosiness Accounts 

Kogsuy. CaRLB CFI 4TB . 0222229922 

bam uxu ESPOO. I 4.00 -I 407 <i* 

C5«C,- I UD -l 5111 MB 


nd Bank pic 
KShettort 


PO 8ui Z. SMtort. , , 0742 S 

Esttoa Acc CSOOO- l 425 3.1B 1 4.2SI 

HH tonwMo BMg Sac - B acheiiilmi e no i 
teUamaiMi rant raw amra 

nMaltoy.MnaBtL. 
gJH»-C4.9» 


E2000-E9.4B9 

nouno-E?* B99 

£71.000- £45 JB» 

E50tDJ-r7iJ99 


WrttoBod at re. curacy 


47k) 323 

520 230 

)M 4.13 

400 4S0 

sjo -na 


0800 400100 
4 JO 
3 JO 
SJO 
500 
6 JO 


Verty 


4JD 

4HJ 

IS 


323 ] 437 
3JBD - 
330 . _ „ 
4S 593 
473 I 545 


Barclays Primo Accoud HJ.CJL 

n Bex 125 


n So 125. hoBancrei 

£1 000-42.493 1 2J0 

ITO S3 94V _ . _ } ISO IM 

niaa-CUM | 300 2 25 

I 1H 2.70 


MCa_ 


<65 


BrowoSUpteyB Co Ltd 

London EC 

1 45 038 

Pnnovwma kc I 4J 338 

Catadanlan Bank Pte 
B S toemw Scuara EOrtcNi bC 2PP 
MW. I S3 4 125 I 

Cater Aden Ltd 
a SvrtJ lane. Laidon H3V 903 

r Xk I 450 IX > 

Ctcaat ESuQOO ran 500 375 I 

O-ongK I Ilia 

□urtErtnun Bank LMtgd 

: Varanater h». SC4H 1DH 

£2»K»9» I 4-25 31* 

ESJOT0-C4IU99 i 450 3JB 

csuxn-cnjH j 475 jss 

iiaooco* {sot 375 

S*C0Cr-5J9.9« 1 1J0 1.13 

ssuKo-tertsn — lato i jo 

s:OuOTO-311&9M — I 275 I OB 

S7KUCO- I 250 1 aa 

Uxi tff«» cj<anc4i 43 mate - » ids B 
SbmmtTiU 


0604 252991 

IS 1 

303 
X65 


i Accrued 

Rkamond m. E&ummnBL Brt7®- ' 0000 

reaooo* a jo *as ( ojo ran 

1 JO.DOU-fVUJW 5J0 413 t SJO (M, 

£20^429399 5DD 3 75 [ 500 - ^ 

vinooo-s 19,599 *a* jin <m 

ajSx£s9.w>. loo 55 I son 


on-etMosu 
459 Qb 
4SS Ob 


Ob Praefadai Bank flC 


H4CA (£1-000.1 . 

Bank 

MtaftcwSn.Ednnmga 
ooins* .. 

£25.000 - £44399 

£74 939 


380 I 4071 


Prenkae Acc 

27L 031-523 830S 

500 ITS I S00| * 

400 34b 48a 5. 

4OT 430 -lot 

2J a i ja 252 

200 I JO 1 2021 



459 

489 

512 
1 51 
202 
227 
253 


Bank FtaxBde Sotettoo Acc 


OPTION ON UMB-TERM FRBdCH BOND (KATIE) 


30 51 r«arr rzoc . Qacoo Cl 34 0*l-3< 

£ U Lita-£29jffl 1 420 315 I 427 

CJC»-L»x993 .432 1 17 I 429 

<m00*-ci*m_l 427 320 I 424 

Coafadenttap Bank Usdnd 

Pr - viec Hart, stevaap*. SCI 3W 
rtOttStooacaLaC' . | 655 521 

487 
450 
S55 


Save & Prosper/Robeft Ftatotag 
l&-22HramM.lfera*mimnaiL . GOT L- 

“! ISgl'SS 

TESSA VP lotto 1 513 -I 5251 

TyndaH & Co Ltd 
36-33 Pracato Vbfcrt 9. Biaat 
DcnurtScc 

MI4 £IJXJD* 

naunSXooo* 

aar~= 

IRC Tnzst Ltadted 

1 Onni O urtra l eU H. 

£10000-90 iter notice . 
nrcoo-inay 
£25.000 

UnRed OonWm Tnnt Ltd 

PO *> 135. fldbey a nrartp nsi 3ES 


0272 44779 
04(3 i« C4.71 Ob 

0450 338 34JB Of 

0479 356 0403 « 

D43S 328 0445 09 

0500 - 0509 car 


Mtotnn,latoi«m74 071-2580094 
-90*reabGa J 775 Ul 79at3-*S> 
IHoincM. S3U 433 8ta 6-MU 
-IM I 825 619 1 -Iveafly 



Co-aperattw Bank 
PO Bu Toa. SU4mUt. Laura 

IE9SA 1 600 

M&aDte -*rl Bod Cwnrt 

M&toxu rsil 

tomraraa* -90*y Ikon SeiteOi 


Esttnatad vrtume 1789 (1608) 

Pravtaua day's open M. 26642 (26820) 


TORE MONTH BHD SNBB IWINC 
101 prtWa Of HON 



Close 

oJS 

Low 

Prev. 

Jun 

9467 

9467 

94.88 

Sep 

9522 

9525 

9521 

9526 

Dec 

95.45 

«50 

95.44 

9550 

Mar 

9529 

95.62 

9529 

95.62 


Ml 

CM* 

September 

December 

JiCy 

Pdq 

December 

- 

227 

£23 

003 

023 

074 

1.14 

151 

161 

OC8 

046 

1.09 

a*o 

062 

. 

021 

080 

. 

010 

047 

0.70 



. 

- 

022 

041 

. 

. 

. 

11281 

121216 

34,916 

24.325 

107642 

20.038 


Strike 
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Open kit 

Estimated volume 59,853 t Total Open hdnrest 346.873 
t AH Yield 6 Open Hnest figures are tar [he previous (toy. 


Estimated volume 4195 (5468) 

Previous (toy's open mL 42420 (41164) 
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URA 1000m petoti ot 10B% 


BASE LENDING RATES 



Close 

HHk 

Low 

PlBV. 

Jim 

89.42 

88.43 

89.39 

89.40 

Sep 

9067 

9067 

9060 

9001 

Dec 

9037 

9056 

9050 

9053 

Mar 

9057 

9028 

90.54 

9062 


Estimated volume 1566 (1678) 

Previous day's open Int 59124 (5B513) 
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Estimated volume 12178 116780) 

Previous day's open InL 51846 (48526) 
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MONEY MARKETS 

French rates unchanged 


FT LONDON INTERBANK FIXING 


(1160 hjk. June 7) 
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DEALERS in French franc 
interest rate markets were 
bullish yesterday abcmi the 
prospect of further policy eas- 
ing by the Bank of France, 
even though the authorities 
left official interest rates 
unchanged, writes James Blitz. 

The French franc has per- 
formed struugiy against the 
D-Mark on the currency mar- 
kets in recent days, and there 
was speculation about another 
cut in the Bank of France’s 
Intervention rate, currently at 
7.50 per ceni. In the event, this 
interest rate was left 
unchanged in the Bank’s 
weekly operation. 

UK clearing bank base lentingl^e 
S per cent 

_ - January 26 . MSS 

However, the currency’s 
strength raised speculation 
that the French authorities 
would be able to cut interest 
rates at a more aggressive pace 
than has been set by the 
Germans. 

French franc interest rate 
futures were yesterday 
discounting lower interest 
rates in France than in 
Germany in June and 
September. 

French cash rates have been 
below their German 
counterparts for several weeks. 
But this is only the seoend day 
on which the trc-cd has 
emerged ir. futures markets. 


The June French franc 
contract closed up 7 basis 
points at the day at 92.54, while 
the September contract was up 
12 basis points on the day at 
93.32. 

Euromark futures were only 
mildly stronger. The June 
D-Mark interest rate contract 
closed at 92.45, up 2 basis 
points on the day. The 
September contract closed up 2 
basis points at 93.23. 

The weaker rise in German 
interest rate contracts was 
partly due to the perception 
that the D-Mark was 
weakening across the board on 
the currency markets, and that 
this would make German rate 
cuts more difficult to 
implement. 

However, D-Mark weakness 
allowed the Danish authorities 
to cut rates for the first time 
since Denmark voted Yes to 
monetary union on May 18. 
Denmark’s discount rate was 
cut from 8.25 per cent to 7.75 
per cent 

Dealers in sterling markets 
took a more downbeat view of 
interest rate cuts, following 
press reports that the UK 
government was shying away 
teem the more easing. 

The September short sterling 
contract closed down 7 basis 
points at 94.19. Three month 
money closed slightly firmer at 
58 Per cent, following 
difficulties removing a £lbn 
shortage. 


The Bring rates are to ar WvnsHc means rounded id to nearest anfretmtMrth, of to bid and 
offered rates ter SlOm canted ta to nrarirat by Am rateranca banka *11 JX) a-m. each woridng 
day. The barks are Naftanel Westminster Bark, Bank of Tokyo, Deutsche Bark, Banque Wa Cc na 
de Part* and Morgan Guaranty Trust 
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13 1 433 32* 31* 
I 14 4GB 17 16* 

18 68 24 22% 


14% Iftltotala 014 11 22 6833 in 5* 14* 14* +> 

24* 18% WectCo 040 1.7 18 ZlOO 23* 23* 23* 

50* 4jj% WsflPIP 7 34 48% 48% 48% 

TB* 12* UtattBd E x 080 62 10 2 15* 15* 15* 

16% 5* HtabiNAm 31 322 16* 16* 16* 

ft 4* DM Dig B 277 4% 4* 4* 

3ft 24Hta3taGBS 020 01 24 140U35* 35% 35* +5 
16* 10% Wbsin tog 016 1.1 92 72 15 14* 14% 

36* 3®* ton tax 114 5.7 13 770 34 33* 33% -1 

16* 13WraHMa 040 07 16 5538 15* 14* 14% 

II* ft WMmruBi 012 17 1 60 8* ft 8* 

(1* 6* \fctn Waste 45 252 10 9% 10 A 

13* ftwaatpac 040 30 B 564 1 2% 12* 12* 4 

38 30* Hfeetnco 1.10 14 19 1145 32* 32 32 J, 

46* 36* WsiwtianuB 120 07 19 3240 46* 44* 44* 

23* 17% Wwtrtr* 006 03 201231 20* IS* 10* A 
57* 43*Whbb«i 112 20 20 1056 55* 54* 54* 

18 15* WfaUM 48 20 16* 1ft 16* 

15* 12* WHiranx 030 02 15 BIB 13* 13* 13* +3 

16 11% WMtabar 10 6 13* 13* 13* ^ 

ai% 2ft mar Inc 152 41 17 117 30* 30* 30* ft 

7* 4* WOaxSfi OlO 11 14 17 6* B* 6* 

50* 35% IHtams 112 11 11 6647 49* 49 49* ft 

7* B*Wtobe 20 9 7 6% 6% 

6* 5* Wtadmsre 20 487 7* 7* 7* ft 

70*. 52* Mattris 112 03 16 304 56% 5ft 56* ft 

0* ftWtanabago 24 147 7* 7 7ft 

2ft 24* WhcBsanr 115 11 15 347 26* 2B* ZB* 

35* 30* MKPubSxx 1.74 13 13 63 32* 32* 32* 

Sft 48 Wtobip 1.84 31 22 575 53* 52 52* ft 

40* 29* HMCTldl 060 1J IB 5041 36* 35* 35* -1 

20% 13* HUwcrine 016 OB 52 44 19% 19* 1B% ft 


11* 8* Wstn Utasts 
13* ftWssipK 
38 30* Hfeetnco 
46* 36* WspriiSBUB 
23* 17* Wteetdxb- 
57* 43* Whbtami 
16 15* WitoM 
15* 12* WHiranx 


70* 52* Mattes 
0* ft Wtanbaao 


AmerPww 52 3173 37* 38 36* ft 

toTrar 9 16 9% 9* 9* 

Am Him T 3 318 1 % ->'< 

Amgen he 1224542 33* 32 32* -1* 

AmtadiCp 40 613 30* 29* 29% -* 

Amvstfta 3 387 4* d3* 4 -* 

Mtoftc 16 1268 15* 15* 15* *% 

Analysts 060 16 15 27 26* 26* -% 

AnangaUtm 110 17 5 U18 17* 17* -* 

AndnwCp 18 1597 27* 26* 27 -* 

AndrusAn 141515 15* 14* 15* 

Apogee En 028 36 161 ui2* 12 12* +* 

APPBto 21 785 6* 5% 5% 

Appid Mat 345272 54 52* 52% -* 

ApphCOqiriMB 1242451 54* 60* 50* -4* 

Apptabses 009 40 920 36* 38 38 -* 

Aibar Dr 020 17 114 10* 16* 18* 

tofco 021 2D 133 19* 18* 19* +* 

ArgoBU 110 9 13 33 32 32 -1 

ArmaAlx 064 17 46 16* 16 1ft 

Arnold bi 064 14 3364 30*4 28* 28* -1* 

ASK bp 34 3196 12* 10* 11 -1* 

AMxXTri 44 618 23* 22* 23 -* 

AtSOcCran 182 172 20* 19* 19* -* 

AST tot* 92366 16 15* 15* -* 

Mkbaan 32 320 9* 8% 6% -* 

ABSEAb-x 028 351161 38* 38 38 -* 

Aidodto 046 26 6439 52* 50* 50* +* 

Autanta 16 59 3% 3* 3ft -ft 

AwncUe 032 17 272 2% 2* 2% +* 

AztarCp 197412 id)* 6* B* -* 


Stock u. E 10k Ugh tor 1M tog 
Dabficope 24 373 14* 13* 13* -* 

DtadMnDp 080 11 872 24d22* 23* -* 

Deb Stops 020 20 2 7* 7 7* 

DehataEn 032 6 44 IB* 15* 18* +1 

OH® GexO® U 15 29 27 27* +* 

Defcfanvn 04* 12 57 22* 21 22* +* 

Del Comp 919Z52 Z2*ri20* ?1* -1* 
Deo 6*7 O0B 9 154 27*626* 36* -* 

Dowon (WO 8 ?P1 7* 6* 6% +* 

DHTedh 11 188 13 12* 12* -* 

OSsMBx OBD 121399 32 31 31 

Digital 20 201 20* 19* 10* -* 

bg Hera 71801 015 13*14* -* 

DloSaund 26 603 2% 1% 2% 

OgSyst 37 15 ft 4* 5* +* 

DtatoCp 18 122 39* 38* 38* -* 

OMeYm 02018 456 14 13* 13* -* 

DMA Plant 4 IBS 4% 4* 4% 

DolarGn 020 241158 29^ 27* 27* -2* 
Dom Blsha 044 SS 961 107* 26% Z7 
DodiMn 048 46 5ul5* 14* 1ft +* 

OracoEflBT 2 78 23* 22* 23* +* 

Dfbsaam 14 2039 12 ii* ii* -* 

Drey GO 024 27 423 29* 28* 29 +* 

Dos Empo 008 38 2072 u7* 7* 7* -* 

DSBmr 119 9 14 17* lft lft 

Dunn 060 26 723 26* 24* 24* -1 

OurFl 030 24 8U33* 32* 32* 

QmtayO 2 10 1* * % 

DynatBCh 17 368 31* 30* 30* -% 


EagisFd 9 7 7* 7 7 

Easel Cp 8 248 B* 5% 5% -* 

EaaEnnm 2 13 i ll {£ 

BO Tri 016 28 472 37* 36* 37* -* 

Egghnad 16 2514 ft B 8* 

BRasuB 2 827 3ft 3 3ft +ft 

FtariiSd 19 410 irlO 9 9*-* 

Becblux 4k«) 30 ZlOO 2ft 28* X 

Scents 4336236 32* 27* 26* -4* 
Bran Ass 21 13 B* 8* B* 

EmutoCp 10 652 7* 7* 7* +* 

Endesa 4 711 4* 3% 4 -% 

EngyVntn 618 7U1B* 17* 10* 

Ervsphx 012 24 48 13* 13 13 -* 

Enzonbic 4 B88 ft 5 5*-* 

EqutyOa 010 70 180 4ft 4* 4* 

Enason 04812311527 44% 44* 44* -% 
Evans Srii 20 12 17* 16% 17* +* 

Ewnu 0 306 * ft * 

todqta 18 1387 12* 12* 12* -* 

EnaHur 15 347 14I2 14* 14* 

ExpsdSI 14 23 28 27* 27* -* 


Reek 1h E Hk Up la> to Oai 
Joneslled 008 » 457 10* 10* ID* +* 

JodynCp 1.1813 12(£8* 27* Z7* 

JSBFki 056 11 791 23* 2ft 23* +* 

JunoUg 024 19 744 17* 18* 17* +% 

JlBtn 0.16181040 20* 1ft 20 -* 


- K- 

KSwIa IB 15 24* 24* 24* -* 
Kami Cp (M411 209 11* 11* 11* -* 

KanaterC 008 47 338 8* 8* ft 

fitarimCp 036 16 307 28 25* 25* -% 

Ktae** 4844802 U29 27* 27% +* 

KelySvx 084 25 399 9 34 34 -1 

KanCertri 044 11187 3* 3* 3* 

Kentudcr ail 6 62 6* d7* 8* ^2 

ibntal 076 20 125 32 30* 31% +% 

resaw 93 01 b 7* 7* +* 


reoari 076 20 125 32 30* 31% +% 

retow 93 ei b 7* 7* +* 

HAIratr 31 2009 19* 18* 16* -* 

Khoutedga 4 145 10 9* 9* 

Komaghc 24 4089 20* 19* 19* -* 

KnfcboS 33 728 20% 20* 20* -* 


LDOS A 909 903 37 38 36* ■* 

La Petite 17 806 ft ft ft -% 

LaridFumxtLIZ 41 403 11* 10* 11* +* 

Lam Rtoi 36 1268 38* 35% 35% 

Lancaster x 012 19 626 38* 34 34* -1 

lanes he a® is 500 2221*21% +* 

LanriTSiSpfi 31 427 20* lft 1ft 

Lssoscps 8 92 5* 5 5*-* 

Lattices 20 789 29* 28* 28* 

Larson Pr 040 23 51 28* 26 26 

LDICp 016 7 18 uB 7* 7* 

Ladders 16 537 14* 14* 14* -* 

Legem Cp 233993 29lj 28* 2ft +% 
LMdyfdBc 017 13 56 25* 24* 24* -) 2 

Us Tech 020 16 40 19 18 IB* -* 

LdeBne 8 453 3* 3 3*+* 

LUytadAa 056 18 29 16* 16 16 

Lin Beast 68 826 96* 9ft 97* -* 

UKOhF 119 9 185 27* 26% 26% 

UncotaT 096 13 250 u28 26* 26* -I* 

UndsarW 15 a 34* 33* 33* -* 

UnsarTsc 020 31 1886 2ft 28* a* +* 

LkpBtn 036 18 2 037 34 34 

LnewenGp CUM 27 948 lft IB* 18* -* 

Lone Star 26 759 u»* 9* 9* +* 

I InuDov 20 8246 35 34* 34* 

LTX Cp 81317 5* 5* 5* 

iyUH 113 13 2100 IK 131131* 


Stack Dto E total Ugh Low bat Ckns 
PMKl 7 93 7* dB* 8* -* 

Pres Lite 019 6 762 7* 7* 7* -* 

PlCGSEK 46 742 21* 21* 21* +* 

Preston 0.12 1 14 4* 4 « 

Price Co 11 1007 3D 29 2ft +* 

PnaePet 10S 430 Gft 5* 5* 

Prhtranl 8 50 7* 5* 6* 

Prod Dps 020 16 » a* Sft 24% +* 

PratsOU 114 If 103 34 * 34 34* 

Punza 054 12 513 29*d2a* 29* +1 
Platan B 012 14 219 17* 17 17* 

Pyramid 5 1 362 18* 17* 17% -* 

Quaoralog 14 120 9 6* a* 

QuaterCton OGO 16 73 71 TO* 20* 

Orel Fori a 83 35 34* 34* * 

Ouanun 5 5693 12* 11% 1t% -* 

OulcteSH 27 171 11* 11* 11* 

QVCNetHk 48 4102 66* 64* 6ft -1 


- R - 

Rattxw 21 404 24 23 23* -* 

RHys 18 278 14 13* lft ft 

toteraps 71331 9% 9* 9* -* 

Raymond - 26 330 ulB* IB 18* ft 

RepreyCr 47 179 ul 12 l$i Is? 
Repigen 85998 7* 16* 7* +1* 

RqiWtoe 17 72 4* 3% 4* +* 

Hesntand 23 311 12* 12* 12* -* 

(tanas 113 20 495 62* 61* 61* ft 

(team Inc 6 339 5* 4% 4% 

RMfFSt 050 11 1100 37* 36* 36% 

Roadway S 1.40 15 2170 54 053 53* +* 

flodtSrBk 016 16 1644 14% 14 14 -* 

Roosevelt 110 10 276 4i 40 « -1 

RoeaStr 112101 (5* 14* 14* ft 

Raise Co 060 46 1499 17* 17 17 -* 

RPHmc. 048 22 233 IB* 17* IB* ft 

RSRn 040 14 43 1ft 19 19 

RyanFWy 143637 8* dSlg 8* ft 


54* 54* 
IB* 16* 
13* 13* 
13* 13* 

49 49* 

a a 

56* 56* 
7 7 

26* 26* 


50* 50* 

b* 4 +* 

22 22* ft 
3* 4ft 
_ft 6* ft 

37% 3ft 


1ft ft 

13 ft 


13% 11* Work! toe 004 03 
ft 4* Worfdcup 
36* 29*Wrifiley 040 1.1 
21 15* WytaLato 028 11 
35* SWym&ktt 060 22 


lUUe 004 03 44 13* IS* 13* 

JCCrp 1 3300 5* ft 5* 

ey 040 1.1 a 307 35 34* 34% 

Labor 028 11 11 647 17* 16% 17* 

is kit 010 22 13 28 27* Z7* 27* 


98% 71*Xanxt 3.00 41 31 1343 75* 74* 74* 

55^2 51*Xamx4.125 4.12 7.7 10 53* 53 53* 

50* 31* Xba Qxp 0.48 12 17 183 40% 4ft 4ft 

34* 2ftYw*aaEBr 1-74 52 13 37 34 33* 33* 


1* * Zapata 

1ft 5% ZCnfitiBac 
29* IftZaHtiNa 
7* 6* Zartxhc 
15 12* ton COp 
40* 31* Zom bid 
13* iftZwdaltm 
10* 9%ZwaigToa 


Zwelfl Fund 1.12 6.7 
ZMigTod 096 05 


58 599 ul* 1* 1* 

2 691 8% ft 8* 

110 4.1 20 92 34* 24* 24* 

012101 44 7* 7* 7* 

040 £8 IB 146 14* 14* 14* 

083 2.7 14 205 32* 32* 32* 

1.12 8.7 270 12% 012* 12% 

086 05 595 10* ID 10* 


S ft 4* Sumo Shoe D30 6.7 16 13 4* 4* 4* ft 

11* ID* SUiDbA 1.10 08 B 67 11% 11* 11* ft 

3SUID0B 011 3.3 3 134 3% ft 3* +* 

7* Sun Energy 014 10 27 34 ft 8 8 

39* 2ft Suramarca 018 01 13 288 31 29* 20* -1* 

44* 35SOxWwxlxU0 21 18 350 42% 42* 42* +•* 

5% 1* SuxMnePI 1.1024.4 76 5 4% 4% 

2 ,'t SuErtMMn 3072 1% 1* 1* 

49* 42*Sa*ust 1.12 £6 12 1221 43% 43* 43* -% 

II* 9* Super Food 014 36 16 82 ft 9* 9* 

52* 27% Superior 016 01 30 263 51* 50* 50* -% 

34% 29*Sepeaekax 078 21 141398 33* 33* 33* ft 

28* 16% Surg On 016 1.0 20 302 17% 16* 16* ft 

16* 13%SwtuMv 013 02 160 U16* lft lft „ 

15% 11* Symbol Tic 15 421 13* 13* 13* ft 

11% ftSymsbxp 11 519 in 9* 0* ft 

29* 15 Synovua Ffi 037 03 17 797 16* 16% 16* 

23% 17* Syntax Crp 1JM 5.4 173922 19% 1ft lft ft 
27* 22* Sysco Cop 018 1.1 25 2764 2ft 25% 25% ft 

12* 7* Systems Cn 8 15 10 10 10 ft 


13% 0% 

4* 1* UtaCorp 54859u4%4*4% 

42 2ft UbMaaal DID 21 24 258 41* 40% 4ft 

14* l2UhOomRty 070 5.4 71 499 13 12* 12% 

14 8UdDnn<ndx 020 1121 2 12* 12* 12* 

68 40UhMbcra 003 01 30 1803 S% 55 55 

44 41UhBuH> £66 61 11 65 42% 42* 42% 

1ft 4*UbMot 020 3.7 4 831 5* 5* 5% 

31 20* IMnvMgait 010 1.D 15 138 30* 30* 3ft 

1ft 6% UWgdmRxl 013 12 314u1ft T0% lft 

a fluwwww 10 so * * * 


Unisys Clp £77231 10 4820 


11^4 11 11^ 


1? S 

43* 43* 

£J5t 

33* 33* 
10* 18* 
16* 1ft 
13* 13* 
9* 9* 


55 55 

42* 42% 
5* 5% 


24* 12»j USAJr 
1ft 11* USF30 
2* n US Hama 


IB* 11* 

&4 

12* 8* 


79* 28% USSUrpd: 
45 37* LB West 
54 43* UdTadra 
15% 14% UdWetar 
12* 9* [Ubuta 


UUCgtknFnd 013 12 314u1ft 10% lft 

UUPMCM ID 50 % * * 

USA? 012 06 1 2357 22* 21% 21% 

USFU 020 121041640 17* 1ft 16* 

US tome 4 6061 u2% 2 2 

USLHbc 120 30 13 112 39% 3ft 39% 

UUSJShoe 032 31 57 1497 9% 9* 9* 

USSUrgdx 030 09 13 2649 32* 31% 31* 

US West 2.14 4B15S95 44% 44* 44* 

IMTedra 1J» 3.44*2155 52% 52* 52% 

UdWatar 092 6.9 18 65 IS* 15* lft 

[Ubuta 23 197 11* 11 11% 


n» m xnm ay rwatas 

Ywty M|pB and kwratad ra mU tom J« 7. BKkktafl he MnlnUxi 
Hay Where a epanx 8«dr emm araamng ip 25 prom or raw baa been 
pata. In yods Mutanfe raagi aw MMn naan lor an an nsek My. 
liras obonitaa aotad. oau e( uadM era nal Wira tamtaa 
in* tom aadmn sun egaru n imauu 
o-dwoanfl mo na C4 bunal iw a Moral pha nod. MdnL 
E-taxeattag MdraL exHsael draa yraty Ira mMM mdrad a pdo 
*1 raerdkg is men gMdnd b Oradtai ura udrai ta in 
naxrankn tax. hMdnd aaetand Ukr nlHp ir rack iMknL HM- 
oane pad in year, ra nted. iW ta mL er no Kkn Iran m kara dhkkad 
araug »+Mdral oraou! xnUlfe W- an muMMn bus ■* 
dMonda ta anus, s+rar bra to Pa pul 52 nedoL The Ho-kai raga 
hegmirihta rat ol (raang. ul+utt (toy [Maty PE price —ra w ntto. 
r-dtadra dntand a pud ta pnprdtog 12 naaiu, pu caxk MM 
Hbdi UL DHOrak begto «Mi dria of ML MM HtXdM paid to 
rack ai pneuina 12 awaa. aabuaa earn nra on n-ratoano a 
n-rtaeukn ora. ihb* yady Ngh. raadtao batata. M baraptar a 
hu M Mi a Mag uu g i b ed into to BMnxxcy AO. a leurira 


>2 30* +% BEI Bx 008 6 220 7 dfi* 6% -15 

J . Bobbagaa 20 755 Z7* 27 Z7* ft 

IMS? ^ BtartlW 480 u2* 2% 2,% -hi 

S K ft Dakar J OOB 17 1748 2ft 21% 21% -1* 

lg sft ft BkhML B 050 10 10 U41 38 39* 

7 7ft Bated U OJM 22 1850 lft 13* 14 +* 

2 ZB* Batoec 14 1S9 19* 19 19* ft 

3} S* , ftikSouft 016 11 5508 11%d11% 11% ft 

‘ BankmCp 016 7 160 2B*d24* 24* >1 

S j, EtaAMkucexOlD 16 1200 20 lft 19* -1 

9 29* ft Bans Geo 048 1 7 375 30 29* 29% +* 

4 13* ft BaacalF 064 19 741 36* 35* 30* +* 

5 ft Bay View 060 17 283 21* 19* 19* ft 

J Baybarta 060 103417 40 36* 30* ft 

. 27* I* BBBTRnx 1.00 10 796 62* 31% 31* ft 

BE Aura 321413 13*13*13% ft 
BaauOCU 020 15 173 8 tf7* 7* ft 

Ben&Jeny 25 380 20* 27* 20 +% 

3 74% -% BeridayWR 040 15 764 40* d39 39* -1* 

3 53* ft BKAbp 16 422 15* 614 15 ft 

» SJ" 3 BHAbp 33 ZlOO 19* 18* 17-1* 

\ 72 ^ Bine 30 23 8 7* 7* 

0 8% ft BgBx 020 151215 19* 19* 19* ft 

a 24* ft amaeyW 01613 150 13% 13* 13* ft 

1 7?2 Bngan 223062 33* 32 32% ft 

1 tal? j* Bkxnet 195167 11 10* 10% ft 

! JZ BtackDra 1XX) 15 48 49* 47* 49* +1 

B 10% ft HWSetflw 21 3335 51* 50 50* ft 

Boatmen Sx234 122134 56* 55* 55% -1% 
Bob Evans 025 18 636 17% 17% 17* tft 

BntaOiA 0 263 £ & * 

Boda&B 15 4 25* 23* 25* +1* 

■ totoalwiaa Borland 79782 24* 22* 22% -1* 

""•totem Boston Bk 068 6 87 31*d3C>1; 30% -% 

BnetanTc 431209 8* 7% 7% ft 

BradyWA 060 28 282 36* 35 36* 

ODdi Mdata. Brand CM 150 26 lOlj 18* 19* 
"toadoepato Branco 020 30 68 ulO 9% 9% ft 

to* 1 * .!!? BnnS 022 163067 io* 10>4 10% ft 

BSBBncp 110 7 40 32* 30>4 X* -1* 


- F - 

Fad Grp 16 9 7* 7* 7* 

FarCp 021 7 10 7* 7* ft ft 

Faatarta 013 48 47 24* 34* 24* 

FHPM 24 673 20* 2B 26 ft 

FExcnka 1 282 6* d6 6* ft 

RflLllhnl 09B 18 849 52 49% 5ft -1* 

Fifty OR 43 842 7* 7* 7% ft 

RffipeAx 050 11 24 17* 17 17 ft 

Fteta 13 291 13 12* 12* ft 

FsttbaRB 114 11 622 31*d3ft 30* -1* 
Ret Am DUBO 13 703 20* 27* 28 ft 

FaBcOhM 1.72 10 129 44 42 42* -1 

FttCnflk 055 15 13-17* 17 17 ft 

Ffcl Secty 092 10 3029 2fi*d25* 25* ft 
FttTerxiX 1A4 11 823 3B 37* 37* +/. 

Rdlltabi 035 6 222 ft 5% 5* -ft 

FsttedHcx 066 9 353 26* 38 28 ft 

Fldta 080 13 104 51 49 49% -1% 

Rrstmfea 571 344 6% 5* 5fi 

Rserv 20 1376 19 10* 18% ft 

FhwH 20 882 6% 6ft 

FoodUonA 000 1914318 6% 6% 6% ft 

RmdboriB 019 193660 6% B% 6% ft 

Rxemost 1JJ8 15 94 35 34 34* ft 

Fonchnar 19 102 15* 14% 15* +* 
Ftma&nc 030 12 101 21* 20* 20% +% 

FbaferA 1152968 5 4^2 4% ft 

FflbRn OSO 12 166 29 27* 27* -1% 

FrorutG 116 9 28U41* 40* 41% 
Fst&dn 1.12 52164 17* 16* 16* ft 

FatFH 030 9 342 13* 13 13* 

F* feralx 1.12 10 335 28 Z7* 27% 

FdkrHB 048 17 150 4ft 3ft 38% ft 

FidhnFh 073 11 87 22* 21* 21* ft 

Ram 024 19 220 16* IS* 15* ft 


GBApp 12 204 

GSKSarvx OIO 25 15 
Gate 8 288 

tonUFta 4 50 
Bert Co 016 1 82 


- G - 

12 204 B* 7* ft +* 

25 15 19 16* T0* +A 

0 288 5* d5% 5% 

4 50 5% 4% 4% 


31% Unto Foods 018 2.4 17 35B 3ft 35* 38 ft 
14% Unto HR) 116 91 64 150 16% 16% 1E% ft 


BTSHpng 

048 0 

135 uft 

3 

3* 

ft 

Brfhb 

32 874 1ft 

18 

10 

ft 

BuUnT 

68 

70 10* 

10 10* 


Bumg> 8S 

5 

69 2* 

62 

2 

ft 

Bur fern 

60 

5 7% 

8* 

7* 


BrameszR 

16 

25 24% 2ft 

24 

ft 

BdtortHg 

27 

11 10* 

19 

19 

-* 

Byto 

5 

338 3% 

3% 

3% 



iruyiydL atom ta UL 


C Toe 
Cab* Med 


357 09 IB 17* 17% 
Z7 179 8% 6% B% 


AMEX COMPOSITE PRICES 


4 pm dose June 7 


P i Sts 

Stack Dh. E 100a wgh LraCtara Ong 

Acton Cpi 0 3 3% 3% 35 . 

«rEmr 0.14 12 521 18% 19% 10% +% 

Afflntac 2 11 1* 1A 1* 

Aiptalnd B 27 3% ft J% 

Am taPa 052 10 2 37% 37% 37% 

AnUdzaA 064 20 293 18* d18 IB* +* 

AmdaMCp 015 21184 5* 5% 5)2 
AmExpl 1 306 1% 1ft 1% 

AmpaHVnA 24 323 7% 7* 7* 

ASRbws o Jta o hi ia 1% 18 +* 

Aabntach IB 84 4 3% 3% 

Atari 15169 Ifi* 1% 2% ft 

NtasCMB 2 249 Sft 11 

AudovxA 14 158 12% 12% 12% ft 


IV Sts 

Sleek Dh. E 100s WW> larOmCtag 

CntriFdA OH 231 5 4% 5 

Comhco 030 13 3 12% 12* 12% 

Compute 21 50 lft 'ft "i* 

Coned FM 12 5 7% 7% 7% ft 

CroaaAT A 12B 29 5S3 15% 15% 15* ft 

Crown C A 040 13 40 16* 16* 16* 

Crown CB 040 12 48 13% 13% 13% 

btac 1-53262 14 21 21 21 

Cusaanuta ii n 2* 2* 2* 

Dllndc 15 255 1* lft 1* +ft 

Ducuimam 6 52 3% 3* 3% 

Depin 040 29 30 11* 11% 11% -* 

DWG Cap 257 235 18% 17* 16 ft 


Pi Sts 

Oh. E lOtta Wgb Law One dug 

9 53 3* ft 3^ 

015 29 I1D0 10* 10* 10* 

12 1027 3% 3* 3* -ft 
62 7W ft 3* 3ft -ft 
27 24 11% 11% 11% ft 


BSH Ocean 055 1 7 Me 

BOtfraTA 004 53 23 4ft 

Barry RG 9 70 6 

BATUMI 039 12 115 6% 

Beard 04 0 101 % 

Bergen Or (WO 11 680 16* 1 

State Man 1JD236B 5 23* 2 


S S it 


Bto-Rad A 

BnrtA 

Bats-Pn 

DmVaDey 

Bowmar 

Bowne 


045 27 37 103 

42 206 6* 
49 225 113 
14 110 2j 
010 11 64 1B4 


16% 4* 
23* . 

14 +% 


BHtnODX 046 14 3 12% 12% 12% 

Eastgroup 112583 13 17* 17% 17* 

Ectta Bay 017 38 5249 lft 11* 11* 

ECdEnA 026 13 « Iftdlft 1ft 

EtJstn 01504 ft % 

EngySenr 1312750 \OT» Sft 3ft 

Fob tads 050 11 16 30% 30* »% 

RnatacAx 120 32 2 63* 63* 63* 

FstClyfinc 020 10 12 10% 10* 10* 

Fktaed 052 14 68 tt S* 2* 

Forest La 25 477 38% 36J? 3B* 
Frequency 15 rtOO 4* 4* 4* 

Frcftnoei 11 6359 3l*d30% 30* 


BraxanA 114 9 ISO 8% 

CalEngy 20 272 19% 

Caiprop 0 10 1ft 

Can Marc 028 15 10U12* 

ChmbraA 091 5 344 4ft 

Qumbere 9 0 4% 

Chmattan 24 125 Ifi* 

Odes 3 8490 U5* 


tafTefchg 

Jan M 
KtaokCp 
Hrbf Exp 

Utauge 
Laser tad 
Lee Prism 
Lionel Cp 
Lumextac 
Lynch Cp 


3 901 4* 
5 819 5% 
22 1410UI1* 
012 0 5 U% 

0 380 * 

104 191 14% 
11 20 4* 
25 1215 17* 


ft ^ $ 3 


’S’S 


QoMFUA 070 19 7D4 27* 

SatRtr 07D 20 179 lft 

GobfflaH 8 40 % 

Greenman 14 41 4ft 

GuBCdB 034 3 337 4* 


27* +ft 
19 


024 171207 35% 35* 35* +* 


Utauge 10 31 S S 3 

Laser ltd 20 161 6% 6* ft . 

Lee Prism 28 29 1% 1% 1% ft 

Lionel Cp 0 240 % % % 

Lumextac 13 47 14% 14% 14% 

Lynch Cp 14 7 2ft 25 25 ft 

UateTSc 19 708 (CO 19* 19% +% 

imam G 7 24% 24 24 ft 

Mafia Ax 044 27 238 21 2D* 2ft -% 

Mem Co 020 2 6 4* 4% 4% 

MoogA 62 206 u6% ft 6% -ft 

HSREto 4 77 % S % 

Hat PM 3 566 u4* 3j| 4ft 

NeuLtae 20 40 12% 12% >2* , 

NT HmesA >056166 1522 2ft 27% 2B ft 

NBCanOI 617 45 29U12* 12* 12% +% 
Nunan O&S 73 69 B* 6% 6% ft 

wrtyan 2 216 * *5 ft 


Pf < po 

Suck Ota. E 100a Ngb UMOnaaOng 
Odettes A 229 154 7 6% 6% +% 

Otsten 024 27 824 23%d22% 23 ft 

Pegasus 6 OIO 67 1619 22% 22% 22% -* 

Peru 080 2 45 13* 13* 13* 

PetHtSP 055 10x100 17* 17* 17* 

PH LD 023 9 221 3736*38*-* 

PttwayA 050 13 14 24% 245 0 2 ^p 

Ply Gem 012 18 48 u 10* io% ft 

PMC 0J4 16 43 13 12* 13 +% 

PreddoA OIO I 250 ia m 1H +ft 

EffifiWCp 2 55 u6* 5% 5* +ft 

FSadaEnx 19 7 5 5 5 +% 

SJWOup 104 10 2 37% 37% 37% ft 

Srixdbdoi 24 15 IB* 18% 1ft ft 

SMB 004 12 294 ft 5* 6* +% 

nu so io ill tS ill -ft 

Tab Prods 040 30 2 11 11 11 , 

TeUUMa 034 61 690 45 44* 45 -% 

Ttamedca ra 331 15* 14% 15 ft 

Ttosnxte 32 252 40 39* 40 +* 

TUM 040 ?1 159 7% 7* 7* 

TnunOdry 0 23 ft 2« 2H -ft 

TUxaMex 6 611 ft 4% 4% 

IMFoodsA 4 21 1% 1% 1% 

UifftedsB 020 81 16 1% 1% 1% , 

UdvPtnb 44 213 8% 6* 8% +% 

UStUU 111 88 Z7 2fl$26$ ft 

WaaOmfU 37 424 13 12* 12* ft 

Waatanor 05G 10 23 2ft 26% 2ft , 

MRETx 1.12 20 268 14% 14% 14* ft 

Woman 020 9 127 24 23* 23* ft 

xytrenx 7 453 ofi* 7* ft ft 


CadSctmps 154 18 53 27% 26* 26* ft 

Clara Cp. 14 903 0 7% 6 

Catgane 225 92288 12 11% 11* ft 

Cd MUO 32 701 19* 18* 19 -* 

QudxOo 121225 5* 5% 5* 

CanridsL 2 271 3* d2% 3% ft 

Canon he 054173 9 66* B5% B5% -ft 

Canada 2 42 4* d3* 4 +* 

Catdnal OIO 15 ZZ7 28* 2B* 26* 

CariuCm 057 22 1 37 24 23% 23% ft 

Cascade 0£0 16 2 21 lft ZO* +1* 

CBsayS 012 <3 101 16* 16% 16% ft 

Caigens io 435 n* 10* ID* ft 

Cefttbr 4 348 14 13% >3% ft 

CEMCp 20 43 ID* 9* 9* 

CantnTd IB 356 6* 7* 7* ft 

Centaccr 16011 ft B* 6* ft 

CntdFM 150 12 368 26 27*27* ft 
CBHSpr 55 11 11* 11 11 ft 

Chattier 14 5 4% 3% 4% 

Chapte 1 064 B 1040 27* 201^ 27- ft 

Chemang 059 21 7402 16 15% 15* ft 

Checkpt 19 747 0% 9 0% ft 

Chamtegn 26 95 6 5* 5* -* 

Chen** 15 219 12 ID* 11 +* 


Ctnckpt 

Cheredegn 

Cheste 

Ch&mflx 

Chaapower 

ChbefiTa 

Otom Cp 

CnaRn 


15 219 12 ID* 11 +* 

20 n i* ii i 

12 4 3% 3% 3% 

126*1 4* 4* 4ft -ft 
36 6770 61* 59 Oft -1* 

1.12 18 444 59* 56* 56% -1% 


C&UacCp 014 29 193 28* 27* 2ft +% 
OltdLoe 23 9944 20% 18* 10% -% 

OS Tech 500 252 5 4* 5 +% 

OacnGya 441BS33 52* 40* 81 -1% 

Qz Bmp x 156 15x100 25* 24* 24* ft 

Ctaanfer 231180 13* 12* 13 ft 

CHbDr 35 B87U17* Ifi* 17* +% 

CMheaba 191114 11% ID* 11% 

CocaCdaB 088218 235 22* 21* 21% ft 


Get! Q) 016 1 82 3* 3* 3* 

Gandax 26 2144 37* 37 37* ft 

Gad Bnl 040 IS 13 16* 15 16* +1 

Bertyte 19 3B7 3* d3* 3* -ft 

GenstaPh 14 1759 22 21* 21* +% 

Getter Cp 400 51 ISIBuSB* 39 39 ft 

Eeiutac 1 397 2* 2* Sft ft 

Ganzyma 233599 37* 35* 36* -1 

GaraglriyU 14 6 ID d8* B* ft 

Gtaoiax Q40 3S 715 10* 18 16* ft 

SdAngsL 012 18 3275 23* 22* 22* ft 

B&ertA 072 17 146 ?1* 20* 21% +* 

Hah Btam 12 110 6* 5% 6* 

Good Guys 301421 lft 9* 10 -* 

OouhfePnv 080 26 354 24* 24% 24* -* 

BafcoSff 20 123 2% 2% 2* +% 

Grande 020 51 88 18 17* 17* ft 

Heat Am 002 0 352 & % % 

Green AP 000229 3i£1* 20 20% 

Hindi Ptl 61246 4% 4* 4* 

Omens 42 4146 ft 03 3% -ft 

Bnxl Wtr 13 70 15* 1*% 1«% ft 

GTlCop 24 78 27* 26* 26* ft 

Gurnrsvg 63 m 6 5% 5ft -ft 


Nanfeig A 21 40 ft 9 9 -* 

ferferyta 056 14 TIB 3E*d25* 25* ft 
feiparGp 020 85 221 1ft 15* 16* +* 
WO A CD 030 3 503 23% 23* 23* ft 
feabhear 13 4288 13* 12* 12% -l 
feellhcre 008 11 794 8* <S7* 7* ft 
feabMyit 13 562 7* 7* 7* ft 
feaBHHI 11 B4 7* 7* 7% 
Hecbtagar 016 15 1035 10* 10% 10% -% 
HeektaCan 10 85 27* 26* 26* 
(taieoTroy 11 199 20 19* 19* ft 

Hogan ^pa 016 25 448 8% 7% 8% +* 
Hotaglc 400 66 4% 03% 4ft 
Home Beni (L7B 9 2 24* 24 24* -* 

HomaNOr 30 31 6* B* 6% ft 
Horae Oft* «072 13 57 14 13* 13% -% 

Hmestitod 1 33 2% 2% 2% 

Hoi tad! 040 23 371 U29* 2ft 26* 
HORttck 73 1296U17* 16* 17 ft 

Horadfles 030 14 62 5% 4* 5% 

Hod J8 020 22 2902 22* 21* 21* ft 
HumErer 2 B36 % A % 

HuMtagbl 072 12 1684 2ft 24 * 24* ft 
HOUOCO 006 3 74 ft 4* 5* 
feUiTedi 6 1351 25*4 23* 23* -1* 
HycorBto 14 237 4% 4% 4% ft 


MO Comm OIO 2326220 56* 55% 56* -% 
KECars 21 353 24* 23* 23* -* 

Mac MR 060237 2 16% 16* 16% 

MadkonGExl62 14 41 34* 34* 34* 

MsgmaPwr 20 464 34 * 33* 34 -% 

MaoaGrp 072 10 195 16% 16% 16% -* 

Had Box 22 181 12*d11* 12* 
MandCNTOcxUlO 35 283u31* 30>2 31* 
Marram ty 23 562 23 21* 22 -* 

Market qp 10 32 35* 34* 35* +* 

ManpW 0 135 2% 1* 2 +% 

Uantotra 13 20 ID 9* 9* -% 
MsrshSmkA 044 II 2 14* 13* 14 

Uamhalx 019 I3 3T51 25* 24* 24* -1 

Maacotad 41 566 20% 19* 19% ft 

Item kit 27 678 30* 29* 29* ft 

Maxtor Cp 43196 7 6* 6* -* 

McGrath R 040 10 35 12* 12* 12* -* 

McComlc 044 20 2243 24 * 23* M ft 

McCawCel 29 4238 43* 42* 42% ft 

MH»Sch 63 9 10% 10% 10% 

Hadlmag 0 642 1 * * -A 

UeriooOoi 004 3414204 27* 27 27* -* 

Medaxtac 014 15 12 15 14* 14* 

MedlctaeS 044 13 286 22* 21 21* -* 

Matante 024 B 235 6 <15 5* -% 

Mentor Cp 016 40 559 11* 10* 11 +* 

ManaxGp 024 8 2286 10% 10* lft * 

MrrcentB 090 11 654 30d29l? 29* -* 

MemvyG 060 10 221 32* 31* 32% ft 

Mentflan 126 11 3720 28% Z7% 27% -% 

Unfed 162513 12% 12% 12% 

Methods A 005 13 602 13% 12* 13% ft 

Mkhad F 020 52 5B 8% 6% fl% -% 

Mkh fealS ZOO 62 900 S3 52 52* ft 

MkroMBi 141148 13 12*12* 

Menage 15 411 15* 15* 15* +* 
Mcnxon 3 640 4 3* 4 +* 

Mogidx IB 306 5% ft ft -% 

Mapdfe 5 006 7% 7* 7% 

Microsoft 3116408 95* 93 93* ft 

MdASM 19 408 20* 19* 20* +% 
Hoards 1.00 3813806 16*617* 17% -% 
Urboutti 22 Z100U20>2 2ft 20% 
UdwHahi 050 16 51 26 25* 2ft ft 

HferHX 052 21 548 u26* 2B 2ft 

Mfdd 0 47 % jS % 

Mtacom 7 293 11* 11% 11* +* 

Hnrtach 16 52 12*6)1* 11* ft 
MobtaTd 708 1687 idl* ?1% 21* -* 

MxkniCD 020 20 30 11 10* lft -* 

Marine Ml x046 19 66 22* 21* 21* ft 

Motet A 003 438 28* 28 28* ft 

Motel he 003 Z7 313 32 31* 31* 

Mascora 004 75 290 ft 6 6 ■* 

Masmee P 038 30 59 24* 23 23* +* 

Mr Donee 16 453 8% ft 0% ft 
MTSSyax 048 19 66 28* 27* 28* 

Md&nadh 21 2068 37* 36»z 37 ft 

Mycagan 7 363 12* 11* >2 +* 


- N - 

MAC Re 016 50 940 3S%d33* 33* -2* 
Had! Fndl 072 11 233 21 20* 2ft +% 

NalPtzza 21 11 u8 7* 7* -* 

NdQwwnn 070 20 159 52* 49* 50 -2 

KHGompt 038 15 281 16* 15* 15* ft 

Hat Data 044 26 94 14* 14* 14* +* 

Mis Sun 020 18 124 ID* 9* lft ft 

Hawgator 24 45 35 33 33* ft 

NEC 042133 II 48* 48% 46% ft 

Ndkax 15 747 24 23 23* •* 

Mentor Gen 16 686 9% ft 9% +% 

MetwkBya 64933 9% dft 6* ft 
Ntwogen 38 40 6* 6 6*+* 

Netfgena 024 21 327 lft 17* 17* ft 

NeoEBus 080 20 193 17 1ft 17 +% 

Mew image 24 605 17* 16 17* +* 

MxdpeNst 0319668065% 77% 82 +4% 

HMtart Cp 004 2 5 5* 5% 5* +% 

NoUeOri 36 2479 uft 6% ft ft 

Norrisonx 0.48 23 40 4ft 43* 45* -ft 

Notfsnom X 034 1B595S 29* 28 26 +* 

Noatani 12 105 lft 15* 16 

NStarlta 33 13 5 4 * 4* 

N East Be 072 D 470 5% 5% S& 

NontaTcrx 074 151411 42 40^2 40* -1* 

Novel 2927849 2&1 27* 27* -% 

MdwIub BO 2300 26 25 25 -1% 

H5CCop 14 4 5 4* 4* 


- s - 

Safeco Cp 1.64 11 3)32 56% 57* 58% ft 

Sanderson 030 21 103 22 21* 21* +* 

SddmbgrA 032 22 164 u32 31* 31* ft 

Set lied L 16 665 55 54* 54* +* 

SaSystm IB 3584 18* 17% 177g ft 

Setae 1 332 ft 5% 5% +* 

SdtexCp 052 124366 38* 37* 67% +% 
Scan Bid 11 G16 lft 17* IB ft 

Seaflddx 12D55zI00 31 30 30% 

Sugatr 4 7303 15% 15% is* -* 

SB Cp 024 33 50 U33 32* 32% ♦% 

SdbefeB 036 0 66 l^ d% 1/« 

Sdodtas 1.12 13 281 23* 22* 23 +* 

Sequent 29 5899 19% 18% ?B% -% 

Sequoia 0 132 2* 1{ \ 2& +% 

Son Tech 0 15 7* 7* 7* 

ServRBCt 50 91 4% 4% 4* 

Sevmren 15 zlOD 13* 12* 13* +* 

StvxedMBd 064 17 719 21% 31% 21* +* 

SHLSynm 04 485 11* 11* 11% ft 

Shorexrood 10 750 8* iffl* 8* ft 

Showbiz P 25 174B30l 2 ZB 30 +* 

Siena On II 7342 14* 12* 13 -1 

SarraTuc 67 54 4* 4* 4* 

Sigma Aid x 029 243568 46*045* 46* +* 
SUiUDes 1 B&1 3* d3* 3% -% 

SUmVBc 006 15 331 9* 8* 9 +% 

SShiWGjj 1261159 1ft 10 1ft ft 

Staipooix 056 27 156 U22 21* 22 +% 

SnstHEd 44 119 15 14* 14* ft 

SoteyS 030 25 6693 17(114% 16* ft 

SottwareP 6121317 8* 7% 8% +% 

SoRwareT 2112121 11% 10% 10% -* 

SonocoPr IOB 22 963 45* 44 45% *% 

SPiCaTtob 2.40 13 33 46* 45>2 46% -% 

SouUfct 060 10 1232 18% 17* 18* -* 

Spiegel A 028 23 2341 20* 17* IB* -1* 

SlJudnUd 040 14 4361 34 * 33 33 -1 

SrPauBc 040 7 1662 21% 20% 20% -% 

Staples 56 2030 33* 32 32* -% 

Sta Banc 1.16 14 63 36* 35* 36* +* 

State Sr 048 136505 XKC9* 29% -% 
Sto Hero 12 1827 16* 16 16* ft 

SU Regis 064 13 399 1ft 19 19* +% 

StadTac 005 25 1264 ul7* 16 lft +,* 

StaktylSA 02D 21247 B* 6 6* +% 
SUtTan OIO IS 22 IB* IS* 15* 

SfcWtaCl 1 10 16 33 23* 22* 23* +% 

StnrcDDy 40 4496 18% 17* 17% -% 

Strytar 024 23 5452 25 24* 25 +* 

SlfluO 25 56 16* 14* 1ft +* 

SuutonoB 160 7 4 29* 26* 28* 

Sunmt BC 080 16 351 20d19* 20 ft 

SuimutTa 2301342 24* 22* 23 -1* 

Sun Sprat 40 72 u3* 3ft 3% ft 

Sun Micro 3517131 37 30% 31 -1 

SwdlTra 18 32 24* 24 24* +* 

Sybase he 583877 6ft 65* 6ft -1* 
SynHdec 33 3918 17* 16* 16% -% 

SynaJtoy 032 16 979 18* 18 16* -* 

Synerccm 5 259 u2^ 2* 2% +1% 

Synergen 4 2134 13% 12 12 .* 

Syndic 32 312 12* 12* 13* ft 

5ynopOra 3616611107*100*103% -2% 


SynmSoft 012 24 1678 1ft IB* 18* 


Syanmfico 

System] 


50 177 9% 9% 9% +% 
80 458 4* 4 4 -% 


iWHidga 6 609 3 Z\i :K 

T-CdISc 76 1580 7* 6% 7% -fc 

[TrawePr 064 17 744 46 44 * 4ft 

| TBCCD 159895 14011% 11% -3% 

I CA Cable 040 31 606 21* 20* 21 ft 

TechOaB 10 672 25* 25* Tft +* 

Tecumseh >160 13 3 u75 72 72 

Triteec 2 17 7* ft 7* ft 

TdwSys 24 472 0% 0* 8% +% 

TetaConmA 28525558 23* 22 % 22% -* 
TetaM 22 69 4* 4% 4* +% 

T eases 28 1089 U36 34 35* +% 

Tutor Cp 001 12 263 10% lft 10* -% 

TetraTac 368 91 7% 7% 7% ■* 


Three Con 
TJ tat 
Totes Med 


am **, 2 4*a -4 +‘a 

28 1089 U36 34 35* +% 

001 12 263 10% 1ft 10* -% 

368 91 7% 7% 7% -* 

2714339 27* 25 * 25% -% 

042 45 4 39 30 38* ft 

271098 B% 7% 8 ■% 


Tokyo Mar 032128 19 64* 83% 64* ft 


ffRSya 

KFM 

fiSQn 

IS Intel 

Id he 

Honor 

finWte 

tanxnexWt 

loiawogan 


GET YOUR FT DELIVERED TO 
YOUR HOME OR OFFICE IN GERMANY. 

A subscripiion hand delivery is available in all major cities throughout Germany. 

We will deliver your daily copy of the FT to your home or in your office at no extra charge to you. 

If you would like to know more about subscribing please call 
Karl Capp for further deiails on Frankfurt Tel: 0 1 30 535 1 , Fax: 069 596448 1 - 


Coda Edgy 229 345 7 ft B% 
QxtoAtem 5 X oft 6 6 
CDgnaxCp 38 1083 Z7% 26* 27* 

Copra 13 299 6% B% 6% -% 

Coherent 33 650 14* 1ft 14 +% 

CdBaoan 37 308 24* 23* 24* 

COri Gax 1.24 IB 34 24* 24 24* 

CBH&p 08011 270 25 24 24* 

Col UdSk 048 13 361 51 5ft 50% 

OmtfcKsp 20 B85 2B% 26* 2B +% 

CRndr OLT0 3O2B41 28 24* 25* -* 

Comcast A x614 14 5212 23% 22% 22* -% 
CmestASpzai4 129604 21* 2D* 20% -1 

CaranfiksIttOiBO 11 540 29*dZ7* 20* -1* 
caiunanr 07D 27 13 18* 17* 17* 

OBfflplda 42 569 13 12* 12* -% 

Cunshara 3 355 7* 7* 7% 

CDDBUCM 90 696 4* 4% 4* ft 

CcosPaper 1JB 40 440 50>4 49 49% ft 

Coraflm 7 138 7* 6* 6* -* 

CaoM 1.44 421059 ft 7% B ft 
CantoCd 18 Z7 15 14* i4i 2 -* 


DxnWx 050 151527 16* 17* 16 +% ^“71* 


67 11 B* 8 6* 

32 737 5% 5 5*-% 

42 632 38* 37* 37* -* 

35 16081124% 21* 24* +2% 

0 20 * d£ A 

19 46 B* ft B* ft 

511899 33* 28* 32% 44% 
267 34 28* 33 +4* 

4 116 B 7* 6 +* 




Ctnftet 1591152 13* 12* 12* -* 
CoiflsCp 13 271 K* 25* 26% ft 
Cmsbriax 216 11 3057 51%ri50* 50% -* 
CapHA 30 72 fi% 7% 7% -* 

Caste Wh IB 8833 16*ri15* 15* -* 

Cractar Bx 002 423400 31* 30 30* -09 
Cref Corap 1 461 2% 2% 2% 
Orate 1.12152205 36* 35* 36 -% 


Crown Res 

Cytogm 


4 116 5* S* 5* +A 
14 1202 13* 12* 13% +% 


DSC Caron 5010172 44% 43 43* 

DfiMarg 0.12 2B 440 20% 20* 20% 

Dart frgu 013 43 46 uM 61 84 

DtoaGwtei 14 433 2% 2% 2* 

DatbBax W 13 5 4% 4* 


trapatBc 04010 34 10 ft 10 

ta Saxe 0 48 * di% * 

IndBancp 1.16 40 499 25* 24* 25* -* 

tad las 024 11 194 14*614*14* -* 
URes 451381 Sft 34* 35* +% 
Wornax 25 2966 44 42* 43% -% 

tagtodfe 03314 302 iC* 7 7* ft 

tategrOm 543528 9% ft 9% ft 
MgtdSys 17 B 7* 6* 6* -* 

b Bfl ttM M 7 89 u7% 7* 7* 

mu Qp 0.10 ITODOuaft 57* 58* +1* 
bMl 31093 3 2* 2% ft 

led gnffl 226266 13* 13 13* 

fetor Td 17 327 7 6* 7 +* 

hderfceA 024 16 14 11% 11% 11% 

bitoigrpli 102 962 9* d9 9* ■* 

btete 15 406 6% ft ft 

Menhe 19 51 7* 6* 7* ft 

bteridc 31 2489(126* Z7* 28* ft 
btDaby 15 74 17* 17 17 -* 

tat Rea 004116 ztQO 2* 2% 2% 

tat Tote 843250 07% B* 6* ft 

hracn am 19 95 25* 24* 24* 

(■neBsqi 38 72 4* 4 4* +* 

tometfc 20 466 22* 21* 22 -* 

HoVafaado 1J0 29 MO0 184* 160158* 


* J - 

JAJ Snack 261206u15% 14* 15% ft 
jeniw 026 22 40 ft as* 
JLSInd 03100 MOO 15% 14* 15* 
Jonremnw 23 53 2ft 19* 10* -* 

Jones tat 6 578 14* 1ft lft 


- o - 

OCharieyE 21 119 10* 10 10* +% 

Odd Cun 10 1B45 22* 21* 22* ft 

OOtereLg 17 721ul5% 15% 15% +% 
OtfetoyNxaaa 1 12 23* 21* 21* 
DtooCtezZfl* 12 50 64* 63* 64* ft 
OK) Kerf 104 II 511 31%P30% 30% ft 
OU NUB 084 15 23 U35 33* 33* 

Orfanaxp 050 9 378 32* 31* 31% -% 

One Price 17 244 15* 14 14 -% 

Optleri R 23 Bll17* 16* 10* 

Orach Sy 5923936 44* 41% 41* -2* 

Oft! Scnra 35 487 12* 11* 12 -* 

Orbotocb 33 790 12* 11% 11% ft 

OregonMet am 44 173 5% ft 5* 

Ostap 16 288 7% 7% 7% 

OditeteB 0A1 20 194 17* 16* 17 -* 

OtekateT 050 10 18 9* 8* 9* 

Matt* 168 15 74 34* 34 34 ft 


- P-Q- 

, Rnar 1JU 30 548 58* 50 56* +1* 

PacOunicp 057 16 51 13*812* 12* ft 
PaaflcT 132 14 12 23* 22* 22* 
PBcflCra 20 60 41 30* 40* +* 

Paramebc 534172 31 28* ZB*. -1% 

Poychn 024 44 76 41* 40* 41 -* 

PeyeoAm 27 70 6 7* B +* 

Peerless 050 66 41 ft ti 0 

PfimTitj! 6 85 11 lft 10* 

FrniVfg 150 47 8 37 35* 35* 


Ton Brora 20 414 17% 12% 12* -% 
Toppe Do 028 2416707 9% 0* 9* ft 
TH Erfer 209 93 8* UB* 8% -% 

T ranted 12 68 17 16* 16* +* 

IienwKA 000 16 301 43* 42 42* -1* 

Tricsre 25 1983 3% 2* 3 +* 

Trurtate 11 32 8 8* 8* 8* 

TlUStoettCX1£D 15 13u41* 40* 4)% ft 
Tseng Lab 17 1520 13* 13* 13* -* 
TysonFd A x 004 161211 23% 22% 23 -% 


. u . 

US Writs 052 21 7044 4ft 43* 43* ft 

Unite 2 471 6% 6% ft ft 

UQbesGs x 096 14 43 17% 17* 17% 

US Inst 198 13 440 51* 50* 51* 

IbatedSI 040 18 600 16*mft 15* ft 
Lkitog IB 402U23* 22 * 23 

Urortn IJD 13 5 44 43 * 43* -* 

USBancp 088 104158 24% 22 * 22% -1* 
US Energy 162 270 u5* 4% 4% -% 

LET Cora 032 24 235 0% dft 8* -% 


y 6 05 11 lft 10* 

g 190 47 8 37 35* 35* 

i.X 220 16 130 30 29 2ft ft 

1JB 15 74 53 52* 52* -* 

I 13 716 4% ft 4* +% 

L 020 20 3 20 10* 20 ft 

PeopBanc 132 a 1B3 Z7 d26 2fl* -1* 

PBQptaWa 050 27 23) 38 38* 38* ft 


060 27 288 38 38* 38* ft 

175 563 9* 6* 8* -% 
1.12 19 21 34 32* 32* +% 

25 12 5* 6* 6* +% 

17 80 ft 4% 5* 


Pharmacy 25 12 5* 6* 6* +* 

PhoeraTcfi 17 80 ft 4% ft 

hasten 048 4 105 1ft ft 10 

Puma 37 2405 22* a 22 ft 

PtakBlon 18 13 19* 19 19 ft 

PtonbrfGpAOU 15 127 38* 38 38* 

PfanraH 046 162884 25* 25 25 
PkmctiSt 012 11 330 15* lft 10 4* 

Panes Fed 4 10 7* 6% 7 


17 183 10* 10* 10* 

10 139 34 32* 32* 

13 235 3* d3* ft 


- V - 

43 2B£u68% 68* 6ft 
030 12 571 lft 15* 15* ft 

26 1447 26* 25* 25* ft 

27 841 39 28 28* ♦% 

27 331 10* 16 10% +% 

13 3?4 26* 25* 25* -1% 

71628 8 7* 7* ft 

104 9 161 u5B% 57 57% +% 


WamerEn 008 201416 Z1* 21* 21* -* 
wamxech 100 351 ft 3ii 4 

WrahMufifl 064 85800 29* tft 29 * 

WasWWSl 000 10 1456 24* 24 24* +* 

W*aindAx036 17 164 38 36^2 36^2 -1 

WwsaiPM 028 17 260 33* 31* 32* +* 

W&-40 100 17 SS 47* 4ft 47 +% 

WMBk 6 582 ft 8 * ft 

West One ia 10 104 47 4ft 46* ft 

WstoPuU 18 280 17* 16% 16% ft 

HtelSedA 26 188 6* 65* 6* +* 

Wfetattex 088 23 319 39 30* 38* 

WraSonoma 54 n6 16* 15* 15% +% 

Wiser Nz 040350 96 17* 17* 17* 

WotalianL 028 12 75 10 17* 17* 

wMigmaosza sai uai anao* 

WPP Group 073 2 974 Z% 2* 2& 

wymarvGdnOZO 4 124 s 4* 5 


-x-y-z- 

xam 37 1511 35 * 3ft 36 -* 

WHNCOrp 2 1499 6% 5* 5* ft 

Yefcwr Fr 004 15 956 23% 23* 23* 
YorliFhdi 36 496 0* 6* b? 4 
Ztonsutah 084 n 21 42 40* 40% 
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Dow eases as 
confusion on 


Madrid falls 1.7 per cent after Socialist victory 



data persists 


Wall Street 


US share prices edged lower in 
subdued trading as investors 
struggled to find their eco- 
nomic bearings in the wake of 
last Friday's surprisingly 
strong May employment 
report, writes Patrick 
Haroerson in New York. 

At ipm, the Dow Jones 
Industrial Average was down 
4.15 at 3,540.99. The more 
broadly based Stan- 
dard & Poor's 500 was down 
1.02 at 449.04, while the Axnex 
composite was 0.22 lower at 
440.73, and the Nasdaq compos- 
ite down 4.95 at 697.06. Trading 
volume on the NYSE was 139m 
shares by l pm. 

The week opened with inves- 
tors still confused about the 
state of the economy. Last Fri- 
day's unexpectedly strong 
showing from the labour mar- 
kets - the 209,000 gain in non- 
farm payrolls during May was 
well above forecasts - failed to 
lift share prices, primarily 
because the news forced bond 
yields higher, and only added 
to the uncertainty surrounding 
the progress of the apparently 
faltering economic recovery. 

Thus, with doubts still sur- 
rounding the outlook for the 
economy, and with bond prices 
little changed at midday, the 
equity markets drifted yester- 
day for lack of a firm direction 
from external forces. Traders 
said that activity was unusu- 
ally light, and some warned 
that the markets were settling 
in for a long summer of listless 
trading, with prices probably 
moving within a relatively nar- 
row range. 

Advanced Micro Devices, 
after a delayed opening due to . 
an order imbalance, plunged 
94% to $23% in volume of Sm 
shares on news that the com- 
pany's main rival, Intel, had 
won a legal ruling on Friday 
that will help it in its battle to 
restrict AMD' from selling 
clones of Intel's best-selling 
microchip. Intel, which is 
traded on the Nasdaq market, 


was up $2% at $58% in volume 
of 8m shares by early after- 
noon yesterday. 

Parker & Parsley climbed 
$2% to $29% after the company 
announced plans to sell some 
oil and gas rights to Louis 
Dreyfus for $157m, and to raise 
its offer for the energy partner- 
ships owned by Prudential 
Securities from $4 66m to 
$50Sm. 

BankAmerica fell SV. to $42*/ a 
in volume of 1.5m shares after 
Prudential Securities lowered 
its rating on the bank's stock 
from a "hold’’ to a "sell". Other 
bank stocks were also lower as 
investors worried that interest 
rates might soon be raised by 
the Federal Reserve: Citicorp 
fell Sl'a to S26%. Chase Man- 
hattan s 7 » to $29 and Chemical 
$1% to $35%. 

Aurora Electronics fell $% to 
S6% in busy trading after warn- 
ing tbat third quarter revenues 
will not meet market esti- 
mates. 

On the Nasdaq market, 
Repligen rose to $6% as the 
company began trials of Us 
therapeutic vaccine for carriers 
of the HTV'-Aids virus. 


BOURSES demonstrated more 
volatility than of late yester- 
day, on political swings, on 
profit-taking and on technical 
grounds, unites Our Markets 
Stuff. 

MADRID took its losses 
mostly in the banking sector as 
the general index dropped 4.42, 
or 1.7 per cent to 256-82. 

The Socialist election victory 
reduced the prospect of inter- 
est rate cuts. Among banks, 
BBV fell Pta75 to Pta3,090 and 
Central Hispano by PtalOO to 
Pta3,400. 

Turnover eased by Pta3bn to 
Pta20.lbn. Rationalisation mea- 
sures in the energy market left 
most utilities flat, and rela- 
tively strong but Endesa, per- 
ceived as the loser in this situ- 
ation, f ell Pt allO to Pta4,365. 

FRANKFURT accelerated its 
rate of advance, the DAX index 
closing 17.76, or 1.1 per cent 
higher at 1,655.61 as turnover 
rose from DM5.1bn to DM5^bn. 

Dealers said that trade was 
mainly chart driven. In the 
automotive sector, BMW rose 
by DM&S0 to DM464.50, Daim- 
ler by DM11.80 to DM573.80 and 
Volkswagen by DM6.80 to 
DM331.50. There were reports 


of a number of “buy" recom- 
mendations for carmakers 
from major German hanks . 

The "big three" banks, how- 
ever, did not speak in unison. 
DB Research was optimistic for 
D aiml er, but it saw sales vol- 
ume problems at Volkswagen. 

At Dresdner, Mr Lothar Wen- 
iger said that the bank had 
reduced the underweighting 
level of Daimler in mid-May, 
and that it was about to go up 
to market weight. 

Commerzbank said that it 
was recommending banks, 
insurance companies and the 
major chemicals as equity 
Investments, and carmakers - 
partic ular ly WV and Daimler - 
for trading purposes. 

PARIS was lifted mainly by 
futures driven trading in the 
absence of major corporate 
news. However, overall senti- 
ment was helped as a number 
of international fund managers 
lifted their market weighting 
on France. 

Nomura, for instance, has 
recently issued an upbeat com- 
ment on French equities, not- 
ing in particular that domestic 
interest rates are likely to con- 
tinue falling, while weakness 
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of the DM is expected to slow 
down, "if not entirely halt", 
the pace of German monetary 
easing. 

The C AC-40 index rose 28.17 
to 1,887.86, but off the day’s 
best level of 1,894. Turnover 
was FFr3bn. 

The oil sector featured ahead 
of today's Opec meeting in 
Geneva: Total gained FFr4 to 
FFr272 and Elf Aquitaine 
FFr5.70 to FFr380 JO. 

MILAN suffered as investors 
gave a broadly negative reac- 
tion to the news, announced 
after Friday’s dose, that Fer- 
ruzzi had appointed five banks, 
including Mediobanca and BCL 
to draw up a restructuring 
plan for the group. The banks 
are the group's major creditors 


and some analysts have 
suggested that a debt-for-eq- 
uity swap may be arranged. 

Ferruzzi finished down 
L47.90 or 4.5 per cent at 
UX&1Q, but off a year's low of 
L956, while Montedison slipped 
L52 or 4.6 per cent to L1.080. 

The Comit index closed 
down 10.74 at 520.68 in low 
turnover estimated to be 
around L200bn. Mr John Stew- 
art of Milan brokers Pastorino 
commented that a number of 
factors had been exercising a 
brake on the market recently: 
the euphoria following the 
change of government had now 
died down; the privatisation 
programme remained con- 
fused; and corporate results 
over the last couple of weeks 


had. underlined the debt bur- 
den of many major groups. 

Another strong influence- on 
the market yesterday was Sun- 
day's first round voting in 
municipal elections which 
showed waning support for the 
main parties. 

ZURICH celebrated a second 
consecutive record high with 
the SMI index closing 24.6 
higher at 2J08J. Banks led the 
market, SBC rising by SFr6 to 
SFT381 and CS Holding, ex a 
SFr75 dividend and ex rights 
worth SFT67 a share, ending a 
net SFr42 higher at SFr2J580. 

AMSTERDAM showed a 
strong finish helped by a 
strong dollar and German mar- 
ket The CBS Tendency index 
advanced 1.0 to 105.7. 

Among the day's best per- 
formers, Royal Dutch, up 
FI 1.70 to FI 167.60 and Uni- 
lever, up FI 1.20 to FI 194.30, 
advanced on the currency 
theme. 

HELSINKI fell 1.8 per cent in 
thin trading, the Hex index off 
21.7 at 1,143.3, as investors 
awaited the publication of 
interim results. 

ISTANBUL, closed last week 
for a religious holiday, put on 


2.5 per cent on expectations of 
good half year results, and 
ignoring a rise in monthly 
inflation data. The 75-6hare 
index improved 208.19 to 
8,583.94 in turnover of some 
TLSOObn. 

TEL AVIV climbed in active 
trading on optimism over Mid- 
dle East peace prospects, the 
Mishtanim index rising 4-59, w 
2J3 per cent to 205.05 in turn- 
over of Shk226nL 

WARSAW dropped 9.5. per 
cent 15 of its 17 stocks hitting 
their limit down of 10 per cent 
as the WIG index dropped 
another 319.7 to Turn- 

over was only 82bn zloty, idler 
371 .9bn last Thursday. 

• The following notice was 
issued last Friday by the 
FT-SE Euro track indices com- 
mittee: 

The FT-SE Eurotrack indices 
committee has today 
approved, following the 
announcement that the Bearer 
and Part Certificated lines of 
Nestld will be converted into 
the Registered Stocks, that 
both Nokia (Finland) and .CRH 
(Ireland) will become constitu- 
ents of the FT-SE Eurotrack 
100 and 200 indices. 
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ASIA PACIFIC 
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Hong Kong under pressure as Seoul hits a new high 


Canada 


Tokyo 


TORONTO softened at midday 
as falling financial services 
shares offset solid early gains 
by real estate and construction 
issues. The TSE-300 composite 
index fell 11.55 to 3.883.08 in 
turnover of 31.43m shares val- 
ued at CS275-55m. 

The gold and silver index 
bounced back from early weak- 
ness to trade 7.86 lower at 
8,456.21, as New York Comex 
gold futures pared earlier 
losses at midday. 


SOUTH AFRICA 

Gold shares extended early 
afternoon losses as the bullion 
price fell back, the index clos- 
ing 63 off at 1,693. Industrials 
added 11 at 4,548, while the 
overall index declined 25 to 
3,933. De Beers retreated 50 
cents to R78.50. 


LATE afternoon arbitrage sell- 
ing eroded earlier gains, and 
the Nikkei average ended 
easier in low volume. Many 
investors remained inactive 
ahead of Wednesday's public 
holiday for the royal wedding, 
writes Emiko Terazono in 
Tokyo. 

The Nikkei relinquished 

38.05 to 20.844.19 after a day’s 
high of 21,10180 registered in 
the morning and a low of 
20,829.54 minutes before the 
close. 

Volume fell to 351.4m shares 
from Friday's 563m. Investors 
have been reluctant to take 
positions ahead of Wednesday, 
and the futures and options 
settlements on Friday, while 
some have also been deterred 
by a number of economic indi- 
cators to be revealed this week. 

The government will release 


its monthly economic report on 
Thursday, followed by the 
Bank of Japan's tankan, or 
quarterly survey of business 
sentiment, on Friday. 

In spite of the Nikkei's loss, 
rises led fells by 523 to 504, 
with 165 issues unchanged. 
The Topix index of all first sec- 
tion stocks gained a marginal 
0.15 at 1.67185 and, in London, 
the ISE/NIkkei 50 index finned 
3.30 to 1.269.21. 

THK a bearings company on 
the over-the-counter market, 
suffered from rumours, which 
It later denied, that it was fac- 
ing financial difficulties. Nev- 
ertheless. the rumours 
prompted a fell in the OTC 
average of 1780 to 1,64581. 

On the main market, prices 
fluctuated on technical trad- 
ing. Some property companies 
were higher on rumours that 
Mr George Soros, the interna- 
tional hind manager, was tar- 
geting the property markets. 


Finland waits for interim reports season 


MARKETS IN PERSPECTIVE 


By William Cochrane 
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Austria 

+1.51 

+3.94 

■1529 

+4.06 

♦4.71 ' 

+4.99 

Belgium 

-1.59 

-1.24 

+0.51 

+6.85 

+6.25 i 

+6.52 
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-0.92 

-3.68 
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+13.15 
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+14.19 
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-3.95 
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+52.77 

+42.08 

+34.99 
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-1.51 

-1.05 

-5.59 

+2.68 

+3.44 

+3.71 

Germany 

+Q.26 

+1.10 

-8.97 

+6.89 

+6.43 

+6.71 

Ireland ...» 

+0.97 

+4.66 

+14.39 

+29.50 

+19.42 

+19.73 

Italy 

-1.75 

-1.95 

+15.75 

+24.89 

+23.93 

+2426 

Netherlands 

-0.60 

+0.12 

+3.03 

+9.56 

+9.09 

+9.37 

Nonway 

-0.28 

-0.88 

-7.96 
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+1327 
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Spain 

+0.80 

+8.70 

+2.89 

+22.47, 

+10.66 

+10.95 

Sweden 

-0.92 

+0.71 

+14.57 

+11.68 

+7.91 

+8.20 

Switzerland 

+0.75 

+5.77 

+17.68 
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+11.76 

+12.04 

UK 

-0.20 

+1.45 

+6.71 

+1.07 

+1.07 

+1.34 

EUROPE 
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+1.24 

+3.12 

+6.16 

+629 

+5^7 

Australia 

-1.23 

+2.42 

-0.62 
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+7.32 

+7.61 

Hong Kong 

-2.79 

+5.62 

+14.43 

+31.06 
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+31.34 

Japan 
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Malaysia 
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New Zealand 
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+4.19 
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Singapore 
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+8.36 
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Canada 
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+1058 

USA 
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+3.03 
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Mexico 
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-1121 
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South Africa 
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Goldman Sacha & Co, and 


G lobal equities moved 
quietly into June with 
last week foreshort- 
ened by the Whitsun holiday. 
Gains in Japan outweighed 
miniscule declines in Europe 
and the US to leave the FT-Ae- 
tuaries World Index up 0.1 per 
cent in local currency terms. 

The biggest falls came in 
martlets which, to date, had 
produced the largest gains. In 
Europe, Finland dropped on 
profit-taking after a rise of 
47.9 per cent In the five 
months to May 28; in the 
Pacific, Hong Kong fell on 
news that China had decided 
not to support its currency on 
some of its semi-official swap 
markets. 

Goldman Sachs noted last 
week that news from Finland 
recently has been almost 
exclusively about rights 
issues: “The fact that several 
of these proposed cash calls 
(Nokia, Metsa-Serla) have been 
directed to foreign investors 
and that they will improve 
liquidity further has made 
the market reaction mild." 


Goldman is still positive on 
the Helsinki market bat says 
that near-term performance 
will depend on the tone of the 
interim reports due this 
month. “Most of the compa- 
nies should show strong 
improvements on last year’s 
levels," it adds, “thanks to the 
devaluation effect on their 
large net exports (on average 
around 35 per cent), even if 
the high debt in foreign cur- 
rency will redace the benefits 
somewhat” 

Hong Kong, the second-best 
World Index performer this 
year, showed its weakness 
mostly in companies with sig- 
nificant exposure to China. On 
the mainland, Shanghai and 
Shenzhen B share indices fell 
in sympathy, and a broker 
said foreign investors had lost 
their confidence in China’s 
economy, and currency. 

Mexico's 2 per cent decline 
was the more worrying 
because it was already the 
only constituent market show- 
ing a loss this year. However, 
Latin American Securities in 
London says that what hap- 
pened amounted to “a siesta in 
a quiet week”. 
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Mitsubishi Estate moved for- 
ward Y20 to Y1.150. 

Banks were bought by for- 
eign investors, many of whom 
have relatively low wei ghting s 
in this sector. Dai-Ichi Kangyo 
Bank rose Y30 to Y2.Q8Q and 
Full Bank put on Y10 at Y2.330. 
Regional banks were also 
higher, with Kanto Bank up 
Y340 to Y5.150. 

Aids-related stocks contin- 
ued to be sought, with Olym- 
pus Optical, reported to be 
developing Aids diagnostic 
equipment, appreciating Y10 to 
YL290 in active trading. 

In Osaka, the OSE average 
lost 10.63 to 23,361.60 in volume 
of 24.9m shares. 


Roundup 


THE WEEK opened with many 
markets seeking fresh direc- 
tions. 

HONG KONG lost ground 
under pressure from a late 


round of profit- taking. The 
Hang Seng index fell 32.76 to 
7,124.73 in turnover sharply 
down to HKS3.Ibn from Fri- 
day's HK$4flbiL 

Cheung Kong was a focus of 
trade, off 10 cents at HKS27.40, 
having hit a low of HK$2720, 
while HSBC Holdings fell vic- 
tim to a late wave of selling, 
retreating 50 cents to HKS7L50. 
Wharf Holdings shed 10 cents 

to HK320-20. 

There was also selected bar- 
gain hunting, China Light 
gaining 25 cents at HKS3950 
and Hongkong Land up 40 
cents to HK$i6.lO. 

SEOUL rose to a 31-month 
high, with investors encour- 
aged by hopes that a break- 
through in talks between 
North and South Korea might 
soon be reached. The compos- 
ite index added 11.69 at 766-28 
in turnover of Won977_5bn. 

Forecasts of good first-half 
results from pharmaceutical 


and chemical groups left most 
stocks in this sector at their 
daily highs. Hanyang Chemical 
and Isu Chemical each rose 
Won600 to Wonl2,600 and 
WonlS^OO respectively. 

SINGAPORE weakened fur- 
ther as investors continued to 
take profits after recent 
strength. The Straits Times 
Industrial index closed 14.76 
lower at 1356.12 in volume of 
136.75m shares against 186.11m. 

TAIWAN was easier, with 
economic data released on Sat- 
urday showing a fell in infla- 
tion last month unable to lift 
sentiment. 

The weighted index, which 
had opened slightly lower, 
extended its loss in late trading 
to end 51.23, or 13 per cent, off 
at 4,317.00. Turnover fell to 
T$19.6bn from the T$26bn seen 
in Saturday’s half-day session. 

Financials remained weak, 
with the major h anks losing 
between TS1-50 and TS3. 


MANILA was encouraged by 
Friday’s news of lower infla- 
tion and Philippine Long Dis- 
tance Telephone's recovery in 
New York. 

Inflation fell to 6.7 per cent 
in May from 7.9 per cent a 
month before. The composite 
index rose 1&88 to 1,604.1? in 
turnover of 301.7m pesos, 
against 291.8m pesos. PLOT 
put on 10 pesos at 965 pesos. 

AUSTRALIA drifted lower in 
a featureless market The All 
Ordinaries index shed 2.5 to 

1,738.5 in A$i86.43m turnover. 
CRA lost 6 cents to AS 13. 12. 

BOMBAY rose on better than 
expected results from Tata Iron 
and SteeL Hie BSE index fin- 
ished 56 ahead at 2^92. 

BANGKOK weakened as 
investors took profits on a 
number of new issues which 
had made their market debuts 
last week. The SET index 
slipped 494 to 827,14 in turn- 
over of Bt4.32ba 
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DEN DANSKE BANK 

(originally issued in die name of Prouinsbanken AVS) 


U.S. $60,000,000 
Floating Rate Capital Notes 2000 


For the six month period 
8th June, 1993 to 8th December, 1993 


In accordance with the provisions of the Notes, notice is hereby given 
that chc rate of interest has been fixed at 5V* per cent, per annum 


and rhar the interest payable on the relevant interest paymenr dare, 
~ - be U5.il33.44. 


8th December, 1993, against Coupon No. 16 will I 


S.G.Warburg & Co. Ltd. 

Agent Bank 

liiiiiiimiiiiiiiiiiiiiiiiiiiiiimimmiimiimii 


ForFX Professionals Only: 

Call Today for Your 
Complimentary Copy 
<144 71 240 2090 



DECLARATION OF DIVIDENDS 


The following companies have declared final dividends, in South African 
currency, payable to members registered in the books of the companies 
concerned at the close of business on 25 June 1 993: 


Name of Company 

{AH conforms am incorporated in 

the Republic of South Africa) 


Deetkraal Gold Mining Company Limited 
(Registration No. 74/00160/06) 


Ortsfontein Consolidated Limitad 
(Registration No. 68/04880/06] 


Woof Gold Mining Company Limited 
(Registration No. B4/D4462/06) 



Amount 

Dividend 

per sham 

No. 

(Cental 

21 

5 

40 

90 

47 

65 


Warrants payable on 4 August 1993 will be posted on 3 August 1993. 
Standard conditions relating to the payment of dividends are obtafriabteat 
the share transfer offices and the London Office or the companies. 
Requests for payment of the dividends In South African currency by 
members on the United Kingdom registers must be received by the 
companies concerned on or before 25 June 1993 in accordance wffii the 
above-mentioned conditions. 

The registers of members of the above companies will be dosed from 
20 June 1903 to 2 July 1993, inclusive. 

The following company has not declared a final dividend: 

DoomFonteln Gold Mining Company Limited 
(Registration No. 05/24709/06) 




By order of the boads 
per pro GOLD FIELDS CORPORATE SERVICES LIMITED 


London Secretaries 
S.J. Dunning. Secretary 


London Office; 
Graencoat House 
Frands Street 
London, SIMP DH 


7 June 1993 


United Kingdom Registrar 
Bardayo Registrars 
Bourne House 
34 Beckenham Road 
Beckenham, Kent, BR34TU 


Members of the Gold Fields Group 
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DOORNFONTEIN 
GOLD MINING COMPANY LIMITED^ 

flnoorparated In me RepuWc of South Africa] 

(Registration No. O5/347OO'O0) 


announcement 

The rate of mining underground has now been reduced to 
the level of approximately 50 000 tons mined per month. 
This is being supplemented by an increased tonnage 
drawn from the dump. In view of the higher gold price ft 
has been decided that underground production will be 

held at this level for the time being with greater use of 
contract labour. 


Jotanndsbuig 


? June 1993 


1,1 V:- 




■■4 s., 






A member of the Gold Fields Group 
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NEWS: EUROPE 


UK fears threat to London auctioneers 


VAT deal on works 
of art eludes EC 


By Lionel Barter 
in Luxembourg 

EFFORTS to reach agreement 
on a new EC-wide tax on 
imports of works of art col* 
lapsed last night after Britain 
argued that the tax posed a 
threat to the main London auc- 
tion houses led by Sotheby's 
and Christie’s. 

British opposition cut hopes 
of ending the long-running dis- 
pute over harmonising VAT 
rates on second-hand goods in 
the EC. though ministers 
vowed to continue negotiating. 

The European Commission’s 
seventh VAT directive covers 
all second-hand goods, but 
Britain has a special interest 
because of the London art mar- 
ket which faces stiff competi- 
tion from New York and is not 
matched by any European 
operation. 

After several hours of tense 
negotiation at yesterday's 
meeting of EC finance minis- 
ters in Luxembourg, the Danes 
presented a compromise which 
briefly raised hopes of a deal. 

Sir John Cope, UK paymas- 
ter general, said Britain 
intended to back the Danish 
plan which proposed allowing 
it to maintain a reduced VAT 


i.a rV of harmonisation in tax 
and business law is the chief 
obstacle to the working of the 
single market, according to 
a poll of senior EC company 
executives, writes Tony 
Jackson, Industry Editor. The 
next biggest obstacle is the 
lack of a single currency. 

In a survey of European 
chairmen and m anaging 
directors by Coopers & 
Lybrand, 87 per cent thought 
it Important the Maastricht 
Treaty should be ratified. The 
treaty’s most beneficial aspect 
was seen as the move to 
economic and monetary union. 
The biggest drawback was 
seen as the risk of extended 
EC powers. 

rate of 2*5 per cent on imported 
works of art until the end of 
1996. 

This would be lower than for 
the rest of the Community 
where member states would 
have paid an average 5 per 
cent, under the proposal. 

UK officials hoped they could 
extend the lower rate indefi- 
nitely beyond 1996, the year 
when the present transitional 
regime for VAT rates in the EC 
is due to end and new negotia- 


tions are due to begin. Sir John 
noted that Britain was deter- 
mined to protect its market 
beyond two or three years. 

But several EC partners 
objected on the grounds that it 
was necessary to fix a date for 
harmonised rates across the 
EC sometime before the end of 
the century. 

Disagreements also arose 
about the treatment of works 
of art dating after 1973. Some 
member states felt that these 
“modern’* works should 
receive more favourable treat- 
ment 

Another unresolved issue 
concerned German desire for 
more flexibility in the VAT 
treatment of used cars. _ 

In other respects, the Danish 
plan appeared to go a long way 
to meet UK objections. 

• The tax would cover the 
dealer's profit margin rather 
than the full price of the work 
of art as sold. 

• Works of art imported from 
outside the EC would not be 
taxed for two years, rather 
than the earlier Commission 
proposal of six months. 

• Works of art imported into 
the EC and then leaving the 
Community market would not 
be taxed. 


Kohl defends absence 
from funeral of Turks 


By Quentin Peel in Bonn 

MR Helmut Kohl, the German 
chancellor, yesterday defended 
his decision not to attend the 
funeral last week of five Turk- 
ish victims of an arson attack, 
saying his presence would sim- 
ply have provoked the crowd. 

In the face of widespread 
criticism for his decision to 
stay away - when federal Pres- 
ident Richard von Weizsacker 
and Mr Klaus Kinkel, foreign 
minister, both attended - the 
chancellor Insisted: “I know 
how to behave.” 

He told a television inter- 
viewer that his presence would 
have attracted boos and whis- 
tles from the crowds attending 
the funeral in Cologne of the 
two Turkish women and three 
girls who died. “That would 
have been taken as proof that I 


was provoking a Turkish or a 
German inaction” he said. T 
know what [television} pic- 
tures get sent round the world. 
So that is why I know how to 
behave." 

He blamed the latest upsurge 
in racist attacks not on the 
existence of a large Turkish 
migrant worker population, 
but on the failure to tackle the 
problem of “economic asylum 
seekers" flooding into the 
country. Turks and Germans 
had lived together for years 
with scarcely any racial prob- 
lems. 

His interview was broadcast 
after the federal prosecutor’s 
office had confirmed that one 
of the four men charged with 
the latest murders was the 
member of an extreme right- 
wing political party. 

The man, named only as 23- 


Chancellor vows 
to push through 
aged care plan 


year-old Markus G., had a 
membership card for the 
nationalist German People's 
Union (DVU), a legal political 
group which has won seats in 
local elections in north Ger- 
many. In spite of the discovery, 
the prosecutor still believes 
there was no formal right-wing 
conspiracy behind the arson 
attack in the town of Soliogen, 
north-east of Cologne. 

The deaths have sparked a 
new wave of national protests 
at the failure of the authorities 
to curb extreme right-wing 
groups, and demands for the 
introduction of more liberal 
nationality laws for Turkish 
and other long-term residents. 
The liberal Free Democrats, 
junior partners in Mr Kohl’s 
ruling coalition, yesterday 
called for dual nationality to be 
granted to such applicants. 


IG Metall 

selects 

Steinkiihler 


By Quentin Peel In Bonn 

CHANCELLOR Helmut Kohl 
yesterday threw his political 
weight behind a plan to create 
a new arm of the German 
social welfare system, just as 
negotiations to cut back on the 
rest of social spending get 
under way. 

He declared his determina- 
tion to see a scheme for resi- 
dential nursing care for the old 
and handicapped made law by 
the autumn, in spite of fierce 
opposition from business and 
trade unions. 

A campaign to sell the 
scheme, financed by increased 
insurance contributions from 
workers and employers, was 
launched yesterday by the fed- 
eral Labour Ministry, with full- 
page advertisements in the 
popular press. 

The main business lobbies, 
including the German industry 
federation (BDD and the 
employers (BDA), say it makes 
no sense to introduce a new 
pillar of the social welfare sys- 
tem just as the economy Is in 
the depths of a recession. 

The campaign is part of an 
effort by Mr Kohl and his 
Christian Democratic Union to 
preserve its caring image for 
next year's election campaign, 
in spite of the overwhelming 


need to cut back on social wel- 
fare spending in other fields. 

It also fits with Mr Kohl's 
determination not to reduce 
spending affecting the elderly, 
when unemployment benefits 
and child allowances are likely 
to be reduced under a DM20bn 
($12.5 bn) package of cuts pro- 
posed by Mr Tbeo Waigel to 
control the deficit 
But in order to gain the sup- 
port of the Free Democratic 
party, the junior partner in the 
ruling coalition, Mr Kohl has 
agreed that the financial bur- 
den on industry should be off- 
set by making the first two 
days of sick leave unpaid. 

That has infuriated the 
unions and the opposition SPD, 
whose social affairs spokes- 
man, Mr Rudolf Dressier, says 
any care scheme financed by 
cancelled sick pay will be 
rejected by his party outright 
The trade union federation 
yesterday described the plan as 
“politically and legally crazy,” 
and warned of a “long, hot 
summer" of protests against It 
The initial extra charge on 
social insurance would account 
for L7 per cent of gross wages 
by 1996, but industrialists tear 
the amount win Increase rap- 
idly because of an ageing popu- 
lation and shrinking 
workforce. 


yesterday nominated to suc- 
ceed Mr Franz Stelnkflhler as 
president of IG Metall, the 
German engineering union. 

His selection, made by the 
union's directorate, was 
widely expected and followed 
Mr SteinkUhler’s resignation 
two weeks ago after allega- 
tions of insider share trading. 

Mr Zwlckel, formerly deputy 
president, is acknowledged as 
a tough negotiator but said to 
lack the political skills of his 
predecessor. 

He takes over Germany’s 
biggest and most influential 
union at a tune of mounting 
tension. Mr Hans Peter Stihl, 
head of the federal chamber of 
trade and industry, last week- 
end demanded a pay freeze 
lasting several years. 

Other challenges facing the 
union include employers* 
demands for an end to the 
steady redaction in working 
hoars and a return to weekend 
working. 

Mr Zwickel's nomination 
and that of Mr Walter Riester, 
the Stuttgart regional leader, 
as his deputy, are expected to 
be confirmed at a onion 
assembly in October. 



Banners promoting Spain's Socialist party and its leader Felipe Goazdlez are taken down along Madrid's main boulevard the 
morning after the general election which saw the party returned to power for a fourth successive term 
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The new parliamentary alignment— 
People’s Party 

141 s wfls (3L8% of poptdarvqte) 
centre-right. 


IU 18 (9-6%) 
United Left 


Some comfort 
for defeated 
party in Spain 


PSOE 169 (38.7%) 
Socialists 



10 ( 0 %} 

Others 


and the old 
people’s Party 107(28%) 
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By Christopher Parkas 

In Frankfurt 
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THE conservative People's 
Party in Spain is nursing its 
defeat but should tain* co mfo rt 
from the results of the general 
election on Sunday. It has 
demonstrably shaken off the 
image of being only a right- 
wing party, having captured a 
sizeable proportion of the cen- 
trist vote. 

Nor is the PP a backwoods 
conservative party. It was the 
socialist party (PSOE) of Mr 
Felipe Gonz&lez, the prime 
minister, that won the vote in 
the pueblos (small towns). The 
PP opposition, led by Mr Jos6 
Marfa Aznar, made strong 
gains in the big cities and the 
dormitory towns. 

Nor Is the PP a nostalgic 
party of elderly traditionalists. 
The returns indicate that, large 
numbers of first- time voters 
voters opted for the centre- 
right. The PSOE, by contrast, 
was strongly endorsed by pen- 
sioners. 

But, if the PFs appeal was so 
successful among moderate, 
middle-class voters, among 
urbanites and suburbanites, 
and among the young, why 
didn't it win? 

Part of the answer is the 
cushion of support that Anda- 
lucia, Mr Gonz&lez’s home 
region, delivers to the PSOE. 
With more than 5m voters - 
more than any other region - 
this southern swathe of Spain 
returns 61 members to the 350- 
seat Congress and 37 of those 
elected on Sunday from Anda- 
lucia were members of the 
PSOE. The PP returned 20. 

The other explanation is the 
competition that the PP faces 
from regionally-based parties 
that share the same 
middle-of-the-road policies. In 
Catalonia, the second biggest 
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region after Andalutia, the PP 
won just eight seats out of a 
possible 47. The Catalan 
nationalists, CiU, returned 18 
members and the PSOE 17. 

The PP was penalised by 
competing regional parties in 
the Canary Islands, in AragOn 
and in Valencia, as well as in 
the Basque Country where a 
strong nationalist party, modi 
like Catalonia's CiU, is the sec- 
ond biggest The absence of the 
regional parties, and a lowered 
Basque nationalist vote, would 
have meant as many as 10 
more seats for the PP, perhaps 
10 fewer for the PSOE, and 
could have put Mr Amur's 
party ahead. 

With strong gains across the 
board, the PP gained 8.1m 
votes, 2-8m more than in 1989. 
Perhaps as many as lm of the 
extra votes came from the 
CDS, the small centrist party 
that on Sunday failed to return 
one the 14 it had in the outgo- 
ing parliament The rest of the 
PP’s votes came from the 3m- 
plus new voters. 

Swings towards the PP were 
very marked in the big cities. 
In Madrid, it gained an extra 
220,000 votes against a 70,000 
increase for the PSOE and 
returned 16 members to the 13 
elected by Mr Gonzalez’s party. 
The PP also, in one of the big- 
ger upsets, captured Valencia. 

Although the PSOE captured 
all eight of Andalucia’s prov- 
inces, with about half the votes 
in each, the PP gained the larg- 
est number of votes in three of 
the region's provincial capitals. 

To gain power, Mr Aznar has 
to strike deals with reglonal- 
ists and nationalists. In all 
other respects, as Spaniards 
move to the cities and up the 
social ladder, and as more 
young people register to vote, 
the PP has time on Its side. 


Belgium apology 
in Gulf war row 


By Andrew K8I in Brussels 

BELGIUM has formally 
apologised to the UK for refus- 
ing to supply it with ammuni- 
tion in the build-up to the Gulf 
war two years ago. 

Mr L6o Delcroix, the Belgian 
defence minister, apologised to 
his British counterpart, Mr 
Malcolm Rifkind, when they 
met in London last month - 
the first official opportunity 
since the Belgian minister took 
over the portfolio in March last 
year. 

If Mr Delcroix had been 
minister of defence then [in 
19911 he would have said yes, 
and if the British asked now 


for similar things, he would 
say yes," a spokesman for the 
minister said yesterday. 

The January 1991 decision 
was seized upon at the time by 
British politicians as a prime 
example of EC members’ fail- 
ure to co-operate on foreign 
and defence policy in the Gulf. 

Belgium said it refused 
because it did not want to 
undermine a diplomatic solu- 
tion to the crisis, but the deci- 
sion soured relations with the 
UK within Nato. Belgium 
claims it was one of the rea- 
sons why Britain decided not 
to back a bid by its chief-of- 
staff to take over one of the top 
Nato positions last year. 


EIB staff struggle 
with expanded role 


By Lionel Barber 
in Luxembourg 

THE European Investment 
Bank may need as many as 200 
new staff in order to cope with 
its rapidly expanding loan 
portfolio in the EC, eastern 
Europe, Latin America and 
Asia. 

Sir Brian Unwin, the new 
president, told its board of gov- 
ernors’ annual meeting hi Lux- 
embourg that the EIB was now 
bigger than the World Bank in 
lending and borrowing. Staff 
were “very thinly stretched” as 
a result of new lending beyond 
its traditional base inside the 
Community. 


The EIB, which enjoys a Tri- 
ple A credit rating, lent a 
record EculTbn (£13.4bn) inside 
and outside the EC last year. It 
has taken a leading role in the 
EC's "growth initiative” and 
also plans to finance projects 
for 30 Asian and Latin Ameri- 
can countries amounting over 
three years to Ecu750m_ The 
bank has also been asked to 
extend lending in Estonia, Lat- 
via and Lithuania for a total of 
Ecu2Q0m over three years. 

Sir Brian yesterday avoided 
a direct appeal for more staff, 
but pointed out that about a 
third of staff resources were 
being devoted to less than 10 
per cent of total lending. 



Pressure grows on Berlusconi to trim his sails 


Berlusconi: pressure 


By Haifl Simonian in MHan 

INTERNATIONAL media 
magnate Silvio Berlusconi is 
under rising pressure to scale 
down his broadcasting activi- 
ties in Italy, as reform of the 
country’s crowded television 
and broadcasting frequencies 
has unexpectedly moved up 
the political agenda. 

The government of Mr Carlo 
Azegiio Ciaxnpi, the prime min- 
ister, is planning to re-examine 
the Mammi law, named after a 
former posts and telecommuni- 
cations minister, which is 


increasingly seen as exces- 
sively favouring Mr Berlus- 
coni’s private Fininvest com- 
pany. 

Ministers recognise that the 
complex and controversial 
nature of broadcasting reform 
means any new rules wQl have 
to be pushed through well 
before the general election 
expected this year. 

The sense of urgency has 
been heightened by the belief 
that likely electoral reform 
may loosen party discipline, 
further complicating efforts to 
rewrite the broadcasting roles- 


The electoral success on Sun- 
day of the autonomist Lega 
Nord (Northern Leagues) in 
local elections is also likely to 
add to calls for greater regional 
devolution of some of the state- 
controlled bro adcasting media 
Although a recent parliamen- 
tary attempt by the Lega to 
transfer one of the three state 
television channels to Milan 
from Rome was overturned, it 
received considerable support 
from MPs. 

Fininvest controls three tele- 
vision channels and accounts 
for about 45 per cent of the 


total audience. Three other 
channels are held by the RAI 
public sector broadcasting 
group, while the remaining six 
national channels are divided 
among various private broad- 
casters. 

The Mammi law has also 
been attacked by hostile news- 
paper proprietors, who claim it 
gives Fininvest a dominant 
position in broadcasting and 
unfairly distorts the advertis- 
ing market in favour of televi- 
sion. 

Demands for change have 
gathered steam as the reces- 


sion has bit advertising reve- 
nues, which have fallen partic- 
ularly sharply for printed 

lnpfHa. 

Fininvest denies that the 
Mammi law is biased in its 
favour. It argues that Mr Ber- 
lusconi was obliged to give up 
control of Italy’s thre8 pay-TV 
channels, in which Fininvest 
now has only a minority stake, 
and of a national newspaper to 
meet its requirements. 

However, the group has 
come under growing fire after 
the arrest of Mr Davide 
Glacalone, an adviser to the 


erstwhile minister, Mr Oscar 
Mammi, in connection with 
political corruption investiga- 
tions. Mr Giacalone negotiated 
a lucrative L420m (5287,000) 
contract as a consultant to Fin- 
invest, after leaving the posts 
ministry. 

Fininvest spokesmen argue 
that the contract was entirely 
above board, and note that Mr 
Berlusconi, who recently testi- 
fied voluntarily before magis- 
trates, is one of the few leading 
Italian entrepreneurs not to 
have become enmeshed in the 
political corruption scandal 


Balladur 
plea on 
training 
places 

By DavM Buchan In Part* 


FRANCE’S prime minister, Mr 
Edouard Balladur, yesterday 
asked employers to increase 
the number of young trainees 
from 450,000 to 650,000 within a 
year, to help fight near-record 

unemployment. 

This was the most concrete 
demand by the prime minister 
at a meeting with the 24 senior 
representatives of the Rational ~ 
employers’ federation, which 
he called chiefly to show work- 
ers that he is trying everything 
- grinding haranguing their 
bosses - to prevent unemploy- 
ment rising in the country's 
current recession. 

Fatronat executives said that 
the real problem was not train- 
ing young people but taking 
them on full-time, under 
French minimum wage law. 

Mr Francois Perigot, the 
Patronat president, had earlier 
yesterday stressed that he had 
no power to order his members 
to do anything, and that In 
general employers could only 
follow the market rather than 
anticipate it 

Mr Emest-Antoine Seffl&re. 
a Patronat vice president, 
described the meeting as 
highly positive and said it was 
natural that “having incorpo- 
rated much of what the 
employers wanted in his pro- 
gramme, Mr Balladur should 
want to distance himself a bit 
from them”. 

The prime minis ter promised 
his government would not turn 
protectionist, but that he 
would go to Brussels on Thurs- 
day to put France's case an 
Gatt to the European Commis- 
sion “in tiie fight for jobs in 
Europe". 


BIS call on 
exposure 
of banks to 
derivatives 

By Robert Paston, Banking 
Editor, in Stockholm 

BANKING and accountancy 
regulators were yesterday 
urged to draw up common 
international standards on 
banks’ disclosure of their expo- 
sure to derivatives and other 
complex financial products. 

Speaking on the first day of 
the International Monetary 
Conference, an annual gather- 
ing of bank chairmen and cen- 
tral bankers. Mr Alexandre 
La m falussy, general manager 
of the Bank for International 
Settlements, said that banks' 
participation in derivative mar- 
kets has “reduced the transpar- 
ency of [their] balance sheets." 

He said effects on the bank- 
ing system of any “distur- 
bances" had therefore become 
harder to predict He was con- 
cerned about possible build-up 
of “systemic problems". 

The BIS, based in Basle, 
Switzerland, is owned by cen- 
tral banks and serves their 
needs. It has been the forum 
for the establis hme nt of com- 
mon international standards of 
bank s’ capital requinnents. 

He urged accounting and 
bank supervisory authorities 
across the world to agree com- 
mon standards for measuring 
the risk of banks’ exposures to 
derivatives and common stan- 
dards for disclosing these risks 
in their balance sheets. 

He also believes that world- 
wide statistics on hanks* expo- 
sure to these products should 
be collected and published, 
modelled on the BIS's publica- 
tion of cross-border bank lend- 
ing. 
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Attali fights 
his corner 
on reforms 


NEWS: EUROPE 


By GiKan Tett and 
Peter Marsh 

MR Jacques Attali, the 
beleaguered president of the 
European Bank for Reconstruc- 
tion and Development, yester- 
day demonstrated his contin- 
ued determination to fight for 
his position by announcing 
that the bank’s board of direc- 
tors would meet in the next 
few days to discuss plans for a 
structural reorganisation. 

Speaking to the American 
Chamber of Commerce in Lon- 
don, in his first public speech 
since the bank held its annual 
meeting in April, Mr Attali 
refused to give any details 
about his proposals for the 
reform, or confirm reports that 
the reorganisation would leave 
him in overall charge of the 
bank, insisting that “there will 
be no announcement until the 
board has discussed and 
decided”. 

He did concede that “the 
bank was in growing need of a 
better structure” and indi ca t e d 
that restructuring of the organ- 
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Austerity move 
is first test for 
.purged Forum 

H UNGARY’S far right 

has made its long- 
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H UNGARY’S far right 
has made its long- 
awaited appearance in 
the open political arena. 

“National-Christian" MPs 
yesterday began to turn their 
Hungarian Justice grouping 
into a parliamentary party 
after Mr Istvan Csurka and 
three other right-wing leaders 
were stripped of membership 
of the Hungarian Democratic 
Forum, the leading party in 
the ruling coalition, at the 
weekend. 

Mr Qsurka claimed yesterday 
that IT MPs” had signed up to 
the new party. Their defection 
from the Forum would reduce 
to single figures the parliamen- 
tary majority of Mr Jozsef 
Antall. the moderate conserva- 
tive prime minister. The popu- 
list leader warned Mr Antall he 
was “playing with failure”. 

The first round of the game 
will come with the vote on 
emergency austerity measures 
to reduce the public sector defi- 
cit to 6.8 per cent of gross 
domestic product this year and 
put it on course for 5.6 per cent 
in 1994. The measures, part of 
a supplementary budget and 
essential if Hungary is to 
secure a credit agreement with 
the International Monetary 
Fund, were placed on the par- 
liamentary agenda yesterday. 

In the budget vote Mr Antall 
ha<t also to contend with the 
restlessness of the party’s two 
coalition partners. The Small- 
holders party is riven inter- 
nally, and the Christian Demo- 
crats have taken to calling 
themselves the “internal oppo- 
sition”. 

The government is reduced 
to h anking on supporters' 
reluctance to force early elec- 
tions at a time when opinion 
polls say the Forum would lose 
with a meagre 10 per cent of 
the vote. The prime minister 
has played on these fears by 
appearing to rule out a minor- 
ity government and Mr Ivan 
Szabo, the finance min i s ter, 
says that a defeat on the bud- 
get would lead to a govern- 
ment crisis, bringing forward 
elections due in May 1994. 

That, however, for 
the time being remains 
something to concentrate 
minds. Mr Antall wants a full 
term to hack his proudest 
boast: that his is eastern 
Europe's longest lasting and 


Nicholas Denton on 
the Hungarian 
PM’s crisis budget 
challenge, as former 
right-wing allies 
move to form a new 
hardline party 


most stable administration. 

But even if parliament acqui- 
esces the public may not The 
imposition of value-added tax 
on food provoked hunger 
strikes last year and the new 
budget plan proposes an 
increase in the rate to 10 per 
cent from 6 per cent. 

Nor does it appear that eco- 
nomic recovery could sweeten 
the pilL Recession in western 
Europe has depressed exports 
and the finance ministry 
recently announced that GDP, 
for from growing by up to 3 per 
cent as forecast, may in feet 
drop by that amount 

B ut Mr Csurka’s support 
may turn out to have 
been more imagined 
than real. An unexpectedly 
large majority of the Forum’s 
national delegates meeting at 
the weekend voted to expel Mr 
Csurka, and some of his 29- 
strong Hungarian Justice 
grouping have slipped back 
into the moderates’ fold. 

Turnout was also poor at a 
nationalist demonstration last 
week against the Trianon 
treaty, the 1920 peace settle- 
ment which cost Hungary two- 
thirds of its territory and left 
3m Hungarians in neighbour- 
ing countries. 

The jettisoning of the for 
right allows the Forum to 
“open a broad gale to society 
and public opinion", in Mr 
Antall’ s words. An aide 
believes that the appearance erf 
a party an the right at least 
defines the Forum as the politi- 
cal centre. 

Political virtue may there- 
fore earn its reward but offi- 
cials hope that fiscal virtue, 
may also bring electoral com- 
pensations. Mr Szabo believes 
Hungarians will not go down 
the way of “demagogues who 

build a broad and comfortable 

road that leads to heS”. 


34 



Ukraine treaty pledge to US 


isation. which has grown to 600 
people, was imminent 

The bank yesterday con- 
firmed that Mr Attali had 
called the meeting for this 
Week, but riPUN that this had 
been in response to reports of 
an imminent reshuffle or grow- 
ing pressure on Mr Attali to 
resign in the wake of 
over the bank's spen din g on 
entertainment and travel. 

Mr Attali yesterday refused 
to confirm reports that Mr 
Ernie Stem, one of the three 
m a n aging directors of the 
World Bank, was being consid- 
ered for a senior role within 
the EBRD - though he joked 
that non-Europeans like Mr 
Stem were unlikely to be ever 
appointed president, since “the 
president of the bank has to be 
a citizen of one of the countries 
of the community". 

One aspect of any change 
might be to appoint a new per- 
son to act as the bank's chief 
operating officer, leaving Mr 
Attali in charge of overall 
strategy but divorced from 
day-today administration. 


By Chrystfa Freeland in Kiev 

THE Ukrainian president Mr 
Leonid Kravchuk, yesterday 
assured Mr Les Aspin, the US 
defence secretary, that the 
Ukrainian parliament would 
approve two critical arms trea- 
ties by the end of the month, 
despite opposition from MPs. 

It will, however, be tike par- 
liamentarians and not the 
president who will determine 
the fate of the Strategic Arms 
Reduction Treaty, which cov- 
ers 130 of the 146 inter-conti- 
nental ballistic missiles on 
Ukrainian territory, and the 
Nuclear Non-Proliferation 


Treaty, which would entrench 
Ukraine’s status as a non- 
nuclear nation. 

Since January, when the US 
administration began to inten- 
sify the pressure on Ukraine to 
fulfil its non-nuclear pledges. 
Mr Kravchuk has offered 
Washington repeated assur- 
ances that parliamentary rati- 
fication of the two key arms 
pacts is imminent 

However, as Mr Kravchuk’s 
self-appointed deadlines have 
expired one after the other 
without any action from the 
legislature, the gap between 
the mood of parliament and 
the official government Une 


has become increasingly 
apparent 

Mr Dmytro Pavlychko, the 
influential chairman of the 

parliamentary commission on 
foreign affairs, told Mr Aspin 
that the Ukrainian parliament 
ws leaning toward ratification 
of Start 1 but a postponement 
of accession to the NPT thus 
leaving Ukraine with 46 
ICBMs and a number of 
nuclear missiles associated 
with its strategic bombers. 
“They [the US group) asked 
me when Ukraine would be 
ready to accede," Mr Pav- 
lychko said. “I told them we 
could give up our last nuclear 


missile when Ukraine’s secu- 
rity was no longer in 
jeopardy.” 

Mr Pavlychko also suggested 
that, contrary to appearances, 
the call last week by the 

Uk rainian pr ime minister , Mr 

Leonid Kuchma, for the coun- 
try to temporarily retain some 
of its nuclear missiles had 
actually strengthened Presi- 
dent Kravchuk’s position. 

Mr Pavlychko said that the 
speech by Mr Kuchma, wbo 
has been locked in a bitter 
domestic power struggle with 
Mr Kravchuk, “has reinforced 
the president’s image as a 
centrist". 


Rebels raise the red flag 

Key town falls 
in Azerbaijan 


Russian talks may lead to poll 


By Leyla Boulton in Moscow 

PRESIDENT Boris Yeltsin’s 
constitutional convention is 
more likely to produce tempo- 
rary legislation for early elec- 
tions and a new division of 
powers rather than a new 
constitution. 

“It’s realistic, I think , and it 
could be the greatest success 
the meeting could achieve.” 
said Mr Alexander Vladislav- 
lev, one of the leaders of the 
Civic Union alliance, which 
has the support of many man- 
agers of state-owned factories. 


The same conclusion emerged 
from remarks by other dele- 
gates as the convention, which 
is attempting to resolve Rus- 
sia’s power struggle, yesterday 
began discussing Mr Yeltsin’s 
draft constitution in five sepa- 
rate working groups at the 
Kremlin. 

Delegates opposed to Mr 
Yeltsin signed statements of 
protest after the president 
refused to let his chief rival, 
the parliamentary chai rman, 
Mr Ruslan Khasbulatov, 
address the opening ggorinn on 
Saturday. Mr Khasbulatov 


stormed out amid chaotic 
scenes. 

Parliamentary leaders were 
huddled in the office of Mr 
Khasbulatov yesterday for 
talks on what to do next. In a 
growing rebellion, eight senior 
members of the 32-member rul- 
ing praesidium have com- 
plained about his dictatorial 
style and his failure to draw 
the right conclusions from Mr 
Yeltsin’s referendum victory 
last month. 

The problem is the Congress 
of People's Deputies, the only 
legitimate vehicle for adopting 


a new constitution, which 
would see itself abolished. 

Early elections, however, not 
foreseen by the present consti- 
tution, would fill a new assem- 
bly which could legitimately 
adopt a constitution. 

• An alliance of moderate 
natio nalist s c laim ed yesterday 
to have won the most votes in 
Latvia’s first parliamentary 
elections since the Baltic 
republic regained its indepen- 
dence less than two years ago. 
However, many of its large 
Russian-speaking minority 
were excluded from the vote. 


REBEL troops in Azerbaijan 
have taken control of the oil- 
producing former Soviet repub- 
lic's second-biggest town after 
intense fighting, seizing four 
top government officials, Azeri 
and Russian reports said, Reu- 
ter reports from Moscow. 

The troops, led by rebel com- 
mander Suret Guseinov, cap- 
tured Gyandzha in the west at 
the weekend and hoisted the 
red flag of the former Soviet 
Union over several buildings, 
according to the Azeri news 
agency, Turan. 

Reports said Mr Guseinov, a 
former army general sacked 
after defeats in fighting with 
neighbouring Armenia, had 
captured four top government 
officials, including the prosecu- 
tor-general and first deputy 
ministers of security and the 
interior. Russian TV said Mr 
Guseinov forced the prosecutor 
to sign an arrest warrant for 
President Abulfoz Elchibey. 

Russia’s Itar-Tass news 
agency said 60 people had been 
killed in Gy andzha in weekend 
clashes. It said the rebels had 
also taken over the southern 
town of Lenkoran, near the 
border with Iran. Government 


troops and special security 
ministry troops had been sent 
to Gyandzha to crush the rebel- 
lion, it added. A defence minis- 
try spokesman in the capital 
Baku, contacted by telephone, 
declined to confirm the 
reports. 

The rebels distributed leaf- 
lets in the nearby towns of 
Yevlakh and Mingechaur call- 
ing on citizens to start a cam- 
paign of civil disobedience, the 
agency added. 

The Transcaucasian republic 
has been volatile since it 
became independent after the 
break-up of the Soviet Union in 
1991. Fighting with Armenian 
forces over the disputed terri- 
tory of Nagorno-Karabakh has 
killed at least 2,500 people 
Since 1988. 

In neighbouring Georgia, a 
Russian-mediated ceasefire 
between government troops 
and rebels in the Black Sea 
region of Abkhazia appeared to 
have collapsed at the weekend. 

Hundreds of people have 
been killed in Abkhazia since 
last August when Georgian 
troops moved into the region 
to counter claims for more 
independence. 
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Japanese economy still weak, with depressed consumer and capital spending [ SCCS 

another year 
of gloom 


Keidanren chief rejects optimism 


By Charles Laadbeater 
In Tokyo 

THE JAPANESE economy is 
still weak after a prolonged 
downturn, Japan's most power- 
ful business leader warned yes- 
terday. He was trying to 
counter mounting optimism 
among politicians about the 
economic outlook 
Mr Gaishi Hiraiwa, chairman 
of the Keidanren, the country's 
federation of economic organi- 
sations, said consumer spend- 


to pact’ 
on debt 

By Roger Matthews, 

MkkOe East Ecfitor 

IRAN claimed yesterday that it 
was close to agreement with 
foreign banks on rescheduling 
some $2.5bn to S3bn of 
short-term debt 

Mr Mohammed Hossein 
Adeli, governor of the central 
bank, told a news conference 
in Tehran that a settlement 
would be reached “very 
shortly" but be offered few 
other details. 

Central bank officials have 
been wrestling for nearly a 
year with Iran's worsening 
short-term payments problem, 
caused initially by a flood of 
imports financed through 
letters of credit Mr Adeli yes- 
terday put the figure of total 
short-term indebtedness at 
S6bn, higher than had been 
officially admitted but still sub- 
stantially below estimates by 
some of Iran's main supplier 
governments. 

Britain's Export Credits 
Guarantee Department and 
other international agencies 
have already suspended cover 
for Iran because of the pay- 
ments delays. However, Mr 
Adeli dismissed reports that 
Iran's total foreign debts were 
anywhere near the $30bn level 
which had been cited, and said 
this could only refer to the 
total of all contracts signed. 

Several German banks were 
believed in April to have to 
have agreed to restructure 
repayments due on letters of 
credit, and French banks are 
now undertaking a similar 
exercise. 

At the end of last year, Iran 
announced that sharp cuts 
were planned in imports, 
although there was scepticism 
about the extent to which cuts 
would be implemented before 
the presidential election sched- 
uled for Friday. 


ing and capital expenditure 
were still depressed. The 
downturn was deepening in 
provincial cities and manufac- 
turers were being hit by the 
yen’s recent rapid apprecia- 
tion. 

His caution about the econ- 
omy was echoed by a senior 
civil servant at the Ministry of 
International Trade and Indus- 
try and Mr Yasushi Mieno, the 
Bank of Japan's governor. 

Mr Hiraiwa’s comments are 
a mild rebuke for government 


nearer 
to talks 

By James Whittington 
in Amman and Roger 
Matthews in London 

ARAB delegations edged 
closer yesterday to announc- 
ing their participation in the 
tenth round of Middle East 
peace negotiations, in Wash- 
ington on June 15. But Mr 
Abdul-Salem al-Majali, Jor- 
dan's new prime minister, 
strongly denied his country 
was close to signing a treaty 
with Israel. 

Earlier. Mr Shimon Peres, 
Israel's foreign minister, had 
claimed the two countries had 
essentially reached an accord. 
“We just have to take out the 
pen and sign,” he told Israel 
radio. 

However, Mr Majali said 
that what was being worked 
on with Israel was an agenda 
and the terms of reference for 
negotiations. “It has sub- 
stance. but it is just an 
agenda, not a peace agree- 
ment", he said. 

Radio reports that a peace 
treaty was ready to be signed 
were “absolutely and com- 
pletely untrue," be said. 

A meeting of foreign minis- 
ters in Amman at the weekend 
had re-stated the Arab com- 
mitment to the peace process 
but, at Palestinian insistence, 
stopped short of formally 
accepting the joint US-Rnssian 
invitation to resume in Wash- 
ington on June 15. 

The Palestinians are looking 
for firmer assurances that the 
US will become more directly 
involved in the negotiations, 
and that Israel will take more 
measures to ease conditions in 
the occupied territories. 

Mr Yassir Arafat chairman 
of the Palestine Liberation 
Organisation, was due in 
Amman last night for talks on 
these issues with King Hussein 
of Jordan. 


ministers who have been 
talking up prospects for the 
economy in the past few days. 
Mr Kiichi Miyazawa, the prime 
minister, last week said he 
believed the downturn had 
reached its trough, and Mr 
Hajime Funada, minister 
responsible for the Economic 
Planning Agency, yesterday 
said the economy was bottom- 
ing out 

The debate over the economy 
comes at the start of a week in 
which several closely watched 


SOME members of the World 
Bank's executive board want to 
travel in style in spite of 
mounting criticism of the lav- 
ish benefits enjoyed by hank 
staff, AP-DJ reports from 
Washington. 

An air travel policy designed 
to curb first class bookings was 
adopted last year by the bank's 
24-member board. But it is now 
poised to exempt itself from 
the restrictions, officials say. 

The board, made up of execu- 
tive directors representing 
Japan, Chile, Belgium, China, 
Australia and English-speaking 
Africa, also recently backed a 
proposal to spend $4.7m on a 
special air conditioning system 
that would allow directors to 


economic reports will be pub- 
lished. On Thursday the EPA 
is due to release its monthly 
report which has been widely 
trailed as forecasting an immi- 
nent recovery. The following 
day sees the Bank of Japan’s 
quarterly “ Tankan ", one of the 
most comprehensive economic 
surveys. 

Mr Mieno. in evidence to the 
upper house of the Japanese 
parliament, said the economy’s 
performance would be uneven 
in the next few months before 


continue to smoke In their 
offices once the bank has intro- 
duced a smoke-free policy. 

With the World Bank's head- 
quarters reconstruction project 
already $43m over budget, the 
special air conditioner is 
unlikely to win approval. But 
it is believed that the travel 
exemption could generate 
enough board support to go 
ahead. 

Such action could cause 
a fiscal backlash on Capitol 
Hill where lawmakers are 
already questioning spending 
by the World Bank and other 
institutions in the wake of 
disclosures of excessive spend- 
ing by the London-based 
European Bank for Reconstruc- 


a modest recovery in the sec- 
ond half of the financial year 
which began in ApriL 

He warned it was too early 
to say whether a pick-up in 
industrial production and rales 
of some products towards the 
end of the last financial year 
was the start of a sustainable 
recovery. 

Mr Yitfi Tanahashi, Mxti vice 
minister, said of Thursday's 
report: “I do not think it will 
support the notion that the 
economy has bottomed out” 


tion and Development (EBRD). 

Some directors suggest pri- 
vately the measure would also 
hurt staff morale and (tent the 
image of the hank which has 
long been under attack by crit- 
ics for its spending habits. 

North Carolina Senator Jesse 
Helms, the ranking Republican 
on the Senate foreign relations 
committee, is currently hold- 
ing up Senate confirmation of 
US alternate governors of the 
World Bank and four other 
development banks while 
waiting for an air travel report 
from the Treasury. 

Mr Lloyd Bentsen, Treasury 
secretary, has requested 
reports on travel policies from 
the US executive directors at 


By Les&e Crawford m Nairobi 

KENYA'S economy grew by a 
meagre 0.4 per cent in 1902, its 
worst performance since Inde- 
pendence 30 years ago, accord- 
ing to official figures, inflatio n 
rose to 27.2 per cent from 19.6 
per emit in 1991, and the coun- 
try is now over $50Om in 
arrears to its foreign creditors. 

The outlook for this year is 
bleak too. The rains have 
foiled, and the government will 
have to import food it can 
barely afford to avert famine. 

The balance of payments cri- 
sis is expected to deepen. Since 
November 1991, Kenya's 
donors have withheld about 
$40Qm of aid intended to shore 
up the country’s external 
accounts because of alleged 
corruption and mismanage- 
ment. Donors insist President 
Daniel arap Moi’s government 
establishes a track record of 
economic reform before 
another donors' meeting at the 
end of the year. Meanwhile the 
balance of payments deficit, 
after allowing for debt arrears, 
is expected by private sector 
economists to reach Slbn. 

Mountmg arrears on Kenya’s 
$7bn foreign debt may force 
the government to seek a 
rescheduling agreement with 
the Paris Club of creditor 
nations. Kenya prides itself in 
being one of the few African 
countries which has not rene- 
gotiated its foreign obligations. 

The accumulation of prob- 
lems has led the g ov er nm ent 
cap In hand to the Interna- 
tional Monetary Fund and 
World Bank. After a very pub- 


the institutions. The Trea- 
sury’s report is expected 
shortly and it is likely to show 
some stark contrasts among 
the various development 
banks, Clinton administration 
officials say. 

According to staffers on Cap- 
itol Hill, Mr Helms and other 
legislators may use the depart- 
ment’s findings to argue for 
cuts in US outlays to the devel- 
opment banks. 

The bank's air travel policy, 
which went into effect on Jan- 
uary 1. was put into place after 
members led by the US, Can- 
ada, the UK and Australia lob- 
bied management for greater 
austerity at the institution, 
officials say. 


lie row in March, in which Mr 
Moi reintroduced foreign 
exchange controls and lam- 
basted the IMF and the Bank 
For imposing “suicidal' 7 poli- 
cies, the president recanted. 

Import licences have been 
scrapped, the Kenya shilling 
has been devalued and the for- 
eign exchange market freed 
a gain Mr Musalia Mudavadi, 
finannw minis ter, has promised 

to streamline the financial sec- 
tor, which is weighed down by 
insolvent hanks with dubious 
ties to leading politicians in 
the ruling Kanu party. 

The central bank's efforts to 
prop up these “political 
banks", as they are known in 
Kenya, were responsible for 
the runaway money supply 
and rise in inflation last year. 
Mr Mudavadi has promised to 
close the financial loopholes 
that allowed these banks to 
operate, and conduct an exter- 
nal audit of the worst offend- 
ers. The audit has yet to take 
place. 

Economists outside govern- 
ment doubt whether Mr Muda- 
vadi will be able to deliver on 
his promises. "Closing down 
Insolvent hanks strikes at the 
nerve centre of corruption in 
the ruling Kanu party,” says 
Mr Robert Shaw, an economic 
adviser to the opposition Ford- 
Kenya party. “Mudavadi has 
good intentions but he is sur- 
rounded by a very powerful 
mafia." 

The World Bank has, how- 
ever, released 985m in withheld 
funds, and will shortly dis- 
burse another $85m tied to 
export promotion. 


MONGOLIA'S President 
Punsalmaagiyn Ochirbat was 
heading yesterday for an easy 
re-election victory which was 
also a defeat for the ruling ex- 
communist party that dumped 
hhn as its candidate , Reuter 
reports from Ulan Bator. 

Preliminary official results 
from the election on Sunday, 
Mongolia's first direct presi- 
dential poll, showed Mr Ochir- 
bat with a 20-point lead over 
his challenger, Mr Lodongiyn 
Tudev, the conservative editor. 

With about 60 per cent of the 
votes counted, Mr Ochirbat is 
leading with 58B per cent of 
the total while Mr Tudev has 
38. L The remaining votes were 


Mandela, 
Buthelezi 
agree 
to meet 

By Patti WaWraek 
in Johannesburg 

LONG-AWAITED talks 
between South Africa’s two 
rival black leaders. Mr Nelson 
Mandela and Chief Mango, 
suthu Buthelezi, appeared 
likely to go ahead soon after 
Anglican Archbishop Desmond 
Tutu said the two had agreed 
to meet at his residence in 
Cape Town. 

He hoped to announce a date 
for the meeting later this week 
If the teUcs go ahead, it would 
be the first time the two mot 
had met for negotiations in 
more than two years. 

The African National Con- 
gress is understood to have 
agreed last month that Mr 
Man (tela, their leader, should 
meet Chief Buthelezi In an 
attempt to strike a deal with 
hini on a post-apartheid consti- 
tution. Agreement between the 
ANC and Chief BnthelezTs 
Inkatha Freedom party on the 
key issue of devolution of 
power to regions would remove 
one of the most important 
obstacles to multi-party agree- 
ment on a new constitution. 

The ANC has made substan- 
tial concessions recently, 
agreeing that regional govern- 
ments should have powers 
entrenched in the constitution 
which could not be amended 
by the central government 
without substantial support 
from deputies elected to a 
national house of assembly 
based on regions. 

No deal has. yet been struck 
on the powers to be devolved 
to regional level, with the ANC 
proposing far less devolution 
thaw Inkatha. 


invalid. The results have been 
finalised in nine out of 18 prov- 
inces and in the two biggest 
cities. 

Unofficial tallies kept by the 
democratic coalition that backs 
the president show Mr Ochir- 
bat has won the third largest 
city and three other provinces 
by large mar gins as well. 

Mr Ochirbat's win will be a 
grave embarrassment for the 
Mongolian People's Revolution- 
ary party (MPRP), which con- 
trols the government and par- 
liament The party, which ran 
Mongolia as a Soviet satellite 
for almost seven decades, 
dumped Mr Ochirbat in favour 
of Mr Tudev in ApriL 


Iran ‘close 


Arabs get 



A Turkish United Nations soldier guards a bunker near the US Embassy in the Somali capital 
Mogadishu. Security has been doubled since gunmen shot dead at least 23 Pakistani UN troops in 
weekend ambushes. At least two gunmen were killed yesterday m a dash with Pakistanis, while 
Somali leaders loyal to Gen Mohammed Farah Aideed handed five Pakistanis back to UN troops 


World Bank luxury draws fire 


Mongolian president 
heads for easy victory 
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Babbitt emerges as 
court front-runner 


Unofficial results in Bolivian poll give Sanchez de Lozada clear lead 

Mines owner set to be president 


By Jurak Martin In Washington 

THE secretary of the interior, 
Mr Bruce Babbitt, appears to 
have emerged as President Bill 
Clinton's favourite candidate 
for the vacancy on the US 
Supreme Court 

Several administration offi- 
cials, confirming Mr Babbitt’s 
status as front-runner, were 
quoted yesterday as saying an 
announcement was immine nt. 
The Interior Department 
spokesman said the secretary 
bad spoken to Mr Clinton sev- 
eral times by telephone last 
week 

The White House has been 
considering candidates since 
Justice Byron White 
announced his retirement in 
March, and now needs to move 
speedily to get the justice con- 
firmed by the Senate before the 
summer recess. 

Mr Clinton is the first Demo- 
cratic president to be given the 
opportunity to name a justice 
to the court since President 
Lyndon Johnson appointed the 
late Mr Thurgood Marshall in 


By George Graham 
in Washington 

THE National Aeronautics and 
Space Administration yester- 
day concluded a three-month 
effort to redesign the US space 
station at half the cost of the 
original Freedom project. 

A Nasa team was yesterday 
due to present three options 
with costs ranging from $5bn 
to ©bn (£3-2bn to £5Jbn) to a 
White House review paneL The 
panel will report to President 
Bill Clinton, who is expected to 
make his final decision next 
week on which of the options 
to select or whether to cancel 
the project 


The Supreme Court yesterday 
kept open a loophole allowing 
some banks to sell insurance, 
dealing a setback to insurance 
agents who have sought to 
block banks from encroaching 
on their markets, writes 
George Graham. The nine 
justices unanimously ruled 
that nationally chartered 
banks could continue to rail 
insurance from branches in 
towns with fewer than 5,000 
inhabitants. 


1967. Governor Mario Cuomo of 
New York, of whom Mr Clinton 
had spoken favourably, with- 
drew his name from consider- 
ation several weeks ago. 

Mr Babbitt, a Harvard law 
school graduate, was Arizona's 
attorney-general before serving 
10 years as state governor from 
1977-1987. He ran a creditable 
campaign for the Democratic 
party's presidential nomina- 
tion in 1988. 

Nevertheless, his selection 

would raise some eyebrows in 
Washington, on the grounds 


The design team has looked 
for ways to incorporate into 
the space station ready-made 
equipment from US com panies 
or from the Russian space pro- 
gramme. while at the same 
time placating the European 
and Canadian space agencies 
who are supposed to be part- 
ners in the venture. 

One option would be a type 
of floating power station, with 
living and working quarters 
largely accommodated in the 
space shuttle which would 
hook up to the station for peri- 
odic missions. 

The most complete rework- 
ing of the design, and the 
cheapest would involve a 92- 


that the administration is in 
enough difficulty without the 
removal of one of its most 
effective Cabinet members. 

Mr Clinton's preference for 
the court is for someone politi- 
cally adept and 
middle-of-the-road, whom he 
knows personally and whose 
nomination would present few 
problems. Mr Babbitt having 
passed scrutiny by the Senate 
earlier this year for his present 
job, fits this biU, as would Mr 
Richard Riley, now the secre- 
tary of education, and reported 
recently to have declined a 
presidential approach to serve 
on the court 

Judicial appointments have 
been a minefield for the presi- 
dent ironically given that he 
and his wife are both lawyers. 
There were two botched nomi- 
nations for the attorney-gener- 
al's position at the beginning 
of his term and last week he 
withdrew the selection of Ms 
Lani Guilder to run the Justice 
Department’s civil rights divi- 
sion. 

Although the federal bench. 


foot cylinder which could be 
set in orbit in a single launch. 
It would, however, shadow its 
own solar panels much of 
the time, so reducing the 
power available for scientific 
work 

While a radically new design 
might offer the best prospects 
for cutting the station's costs, 
it might also alienate tradi- 
tional supporters in Congress, 
who must vote the money for 
the project and who in many 
cases are committed to the 
original design. 

At the same time the space 
station could become a victim 
of the impasse over Mr Clin- 
ton's budget plan. Conserva- 



Babbitt creditable campaign 


on which judges may sit for 
life, contains far more Republi- 
can appointees than Demo- 
crats, there had appeared no 
shortage of qualified candi- 
dates. 

After the Guinier fiasco, Mr 
Clinton badly needs someone 
whose confirmation would not 
be in doubt 

• Mr Mark Gearan, a veteran 
Democratic campaigner who 
managed A1 Gore’s presidential 
campaign, was yesterday 
expected to be named as White 
House communications direc- 
tor, AP reports from Washing- 
ton. Now a deputy chief of 
staff, Mr Gearan would succeed 
Mr George Stephanopoulos. 


tive critics of the budget want 
to increase spending cuts and 
raise taxes less, but more lib- 
eral congressmen are fiercely 
opposed to deeper cuts in 
social programmes. 

Sacrificing the space station 
could yield some compromise 
savings, though not enough to 
offset the substantial reduc- 
tions now being sought in Mr 
Clinton's proposed energy tax. 
or in a Senate plan to postpone 
higher income tax rates by six 
months to July 1. 

Democratic leaders were to 
meet Mr Clinton yesterday 
afternoon on the budget pack- 
age, but predicted it would 
pass the Senate. 


By Christina Lamb in La Paz 

MR Goozalo Sanchez de 
Lozada, a US-raised mine com- 
pany owner, looks set to be the 
new president of Bolivia, after 
the most peaceful elections in 
the country's history, held on 
Sunday. 

Unofficial results gave him a 
clear lead of almost 14 per 
cent. His Revolutionary 
Nationalist Movement (MNRj 
won 36 per cent of the vote, 
against 21.1 per cent for the 
ruling Patriotic Accord (AP) 
led by a former military dicta- 
tor, ex-General Hugo Banzer. 

Claiming victory yesterday. 


Macedonia 
wool suits 
fuel US ire 

US TEXTILE and apparel 
importers have attacked as 
“insanity" a new US quota to 
limit the importing of wool 
suits from Macedonia to 80,000 
a year, cutting the present 
level by about one fifth, Nancy 
Dunne writes from Washing- 
ton. 

The decision, by the govern- 
ment’s Committee for the 
Implementation of Textile 
Agreements, was “another 
example of the business-as- 
usual attitude pervading the 
US textile programme," said 
Ms Laura Jones, executive 
director of the US Association 
of Importers of Textiles and 
Apparel 

“Is this Macedonia's reward 
for enforcing the UN’s trade 
sanctions against Serbia, its 
largest trading partner?" she 
asked. 

The US has been gradually 
imposing textile and clothing 
quotas on most eastern Euro- 
pean economies, despite a 
stated US policy of helping 
their development by increas- 
ing trade. 


Mr S&nchez said: “The people 
have voted for change." 

However, the final outcome 
will emerge from a secret vote 
by Congress on August 6. Pro- 
jections of the results of the 
congressional elections, also 
held on Sunday but not to be 
confirmed for 20 days, gave Mr 
Sanchez's party 69 of the 79 
seats required for a majority. 
He will need a deal with one of 
the 12 smaller parties. 

Despite administrative prob- 
lems, which have delayed vot- 
ing in some areas until next 
Sunday, the election proceeded 
smoothly under the supervi- 
sion of a new and independent 


By Louise Kehoe 
in San Francfsoo 

LOS ANGELES residents go to 
the polls today to choose a 
mayor in a tightly fought con- 
test 

Mr Michael Woo, a 41-year- 
old councillor and liberal Dem- 
ocrat who Is the grandson of 

Chinese immig rants, aims to 

become the first Asian Ameri- 
can mayor of a large US city. 
But he faces a close race 
against conservative Republi- 
can Richard Riordan. 62, a 
political newcomer and mil- 
lionaire businessman. 

The winner will replace Mr 
Tom Bradley, a Democratic lib- 
eral and one of the first black 
mayors in the US, who is 
retiring after 20 years in 
office. 

Mr Woo has won broad sup- 
port from Los Angeles’ large 
immigrant community. His 
campaign has focused on 
South Central Los Angeles, the 
backdrop For last year’s riots 
which were sparked by the 
acquittal of four policemen 


electoral court 
The results confounded poll- 
sters, all of whom had pre- 
dicted a very close contest, Mr 
Josg Gramunt, head of FIDES, 
the Bolivian news service, 
described it as “the best possi- 
ble outcome". He attributed 
tiie success of Mr S&uchez to 
disillusion with the govern- 
ment as well as to his choice 
of Mr Victor Hugo Cdrdenas, 
an indigenous politician, as bis 
vice-presidential running-mate. 
This made a contrast with the 
European-descended minority, 
which provides most of Boliv- 
ia’s politicians, and attracted 
many rural voters. 


accused of assaulting a black 
motorist Mr Rodney King. 

in contrast, Mr Riordan 
appeals to more affluent subur- 
ban voters; one of his last cam- 
paign stops was in a San Fern- 
ando Valley park where a 
two-year-old was fatally shot 
during a gang-related incident 
on Easter Sunday. 

Mr Woo, who is wen known 
m the city as a councillor, was 
an early favourite in the may- 
oral race. However, Mr Rior- 
dan, with superior financial 
resources has quickly gained 
recognition. The state Demo- 
cratic party, alarmed by Mr 
itlordan’s rise in the polls, per- 
suaded President Bill Clinton 
to make the unusual move of 
endorsing Mr Woo. 

Mr Riordan, who says the 
top three campaign themes are 
“safety, safety, safety." has 
pledged to put 3.000 more 
police officers on the streets 
with a plan financed in part by 
leasing the city-owned Los 
Angeles International Airport 
to a private group. 

Mr Woo’s public safety plan 


Mr Sfinchez Is well-respected 
abroad as the author of a stabi- 
lisation plan in 1985 which 
reduced inflation from more 
than 24,000 per cent a year to 
15 per cent 

Bolivia now has one of the 
lowest inflation rates in South 
America, at 9 per cent, but is 
also the continent's poorest 
country and has considerable 
fiscal and balan ce-of- payment 
problems. 

Mr Sanchez being pledged to 
continue the country's free 
market policies and austerity 
programme, his victory was 
welcomed by the business com- 
munity . 


Is less ambitious. He promises 
to increase gradually the num- 
ber of police with money cut 
from budgets of the mayor and 
City CouncO and from other 
city departments. He is also 
supporting a city ban on Cheap 
handguns, known as Saturday 
Night Specials. 

He has won the endorsement 

of the Los Angeles Times, the 
city’s leading newspaper. It 
said of him; “In a city with a 
hundred different voices 
s framing to be heard - in a 
city with a lot of conflict and 
much too much bad feel- 
ing -he is the better liste ner, 
and so the better conciliator. 
And in this fragmented city, it 
is the better c oncilia tor who'll 
get results." 

Whoever wins, he is expected 
quickly to become a leading 
figure in state and national 
politics as mayor of the 
second largest us city, which 
has become the focus of 
broad debate on the issues 
of immigration, racial 
tension and inner-city 
decay. 


Nasa streamlines US space station 


Contest for Los Angeles 
mayor is too close to call 
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Russia stalls 
over pact 
with the EC 


By Layla Boulton In Moscow 

RUSSIA is refusing to sign a 
partnership agreement with 
the European Community over 
the western satellite market as 
it wants better access to other 
EC markets. 

Sir Leon Brittan, EC commis- 
sioner for trade, announced 
yesterday that he and the Rus- 
sian government had clinched 
an agreement allowing Russia 
to conduct 12 commercial satel- 
lite launches between 1995 and 
the year 2000. 

He said r however, that a 
partnership and co-operation 
agreement would not be ini- 
tialled as expected during Pres- 
ident Boris Yeltsin's meeting 
with EC leaders in Copenhagen 
later this month. 

"Hie progress that remains 
to complete that is still 
substantial," Sir Leon said, cit- 
ing as examples artificially low 
domestic energy prices and the 
fact that Russian enterprises 
did not know what their costs 
were, fa an important test 
case, the Commission will soon 
have to decide whether to slap 
punitive duties on aluminium 
exports from Russia. 

The deal offered by the EC 
provides for regular political 
dialogue between the Commu- 
nity and the Russian leader- 
ship, provisions for inward 
investment, and most favoured 
nation status with regard to 


Guangdong set 
to put fire in 
‘little dragon’ 

Simon Holjberton on province’s 
growth in electricity capacity 


S INCE Deng Xiaoping, 
China’s pre-eminent 
leader, visited Guang- 
dong n months ago the Com- 
munist party leadership of the 
province that borders Hong 
Kong has set itself the task of 
catching up with Asia's “four 
little dragons" - Hong Kong. 
Taiwan, Singapore and South 
Korea - in 20 years. 

To do that, Guangdong will 
need a great deal more electric 
power: even today, demand 
exceeds supply by at least 30 
per cent and blackouts and 
brownouts are a feature of 
daily life. 

The growth in installed elec- 
trical generation capacity in 
Guangdong h as been rapid. In 
1981, the province had just 
2.800MW of installed capacity; 
by the end of 1992 it was 
11,000 MW. 

Over the next 17 years the 
province hopes to increase 
capacity by a further 69.000MW 
to 80.000MW. By then it may 
have achieved installed capac- 
ity of 1KW hour per person, up 
from its current installed 
capacity of 0.16KW per person. 
Hong Kong has installed capac- 
ity per person of 1.42KW, 
Taiwan 0.85KW, and the US 
about 2.8KW. 

Guangdong's spending on 
power plants has grown from 
US$679m (£44lm) in 1989 to 
$795m in 1991. Within that 
total, the share of imports has 
risen from $22 Om in 1989 to 
$430m in 1991. Larger expendi- 
tures are expected in the com- 
ing years, making the market 
for electrical' generation equip- 
ment, transmission lines and 
computer systems to operate 
modern power plants one of 
the biggest in the world. 

Western analysts in Guang- 
zhou estimate the province's 
expenditure on power genera- 
tion and related equipment 
will grow at an annual rate of 
nearly 40 per cent over the 
three years 1992-1995, and 
imports by more than 50 per 
cent. 

Mr Michael Greene, a securi- 
ties analyst with Warburg 
Securities in Hong Kong says: 
“The place is crawling with 
people trying to sell them elec- 
trical generation equipment. 
China has got to be the world's 
largest market for power gen- 
eration. equipment . . . ever. 

Unlike many markets m 
China for imports, restrictive 
trade barriers for power gener- 
ation equipment are few. Chi- 
na’s domestic manufacturers. 

located mainly in the 
north-east of the country, are 
unable to supply Guangdong, 
making it dependent on foreign 

suppliers. „ . 

The province has the auton- 
omy to use foreign exchanp 
for imports of power equip- 
ment According to one analyst 
in Guangdong: “Because of 
Guangdong’s urgent need to 
import large amounts of elec* 
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trical generating equipment, 
import procedures are not a 
serious impediment.'’ 

Neither is ownership. 
Although electricity generation 
is technically a state monopoly 
in Guangdong, the local gov- 
ernment has been prepared to 
allow significant foreign own- 
ership of power plants. Shqjiao 
B power station in Dongguan 
is owned and operated by 
Hopewell, a Hong Kong prop- 
erty company, and the Zhu- 
jiang power station, under con- 
struction In Guangzhou, is 50 
per cent owned by New World 
Development, another Hong 
Kong property developer. 

The province has also 
entered into inter-regional 
agreements with neighbouring 
provinces to develop hydro- 
electric power. For example, it 
has joined with Guizhou, 
Guangxi, and Yunnan to 
develop hydroelectric facilities 
on rivers running through 
their territory. 

Guangdong also has plans to 
increase the amount of elec- 
tricity generated by nuclear 
power, on current plans more 
than 20.000MW by 2010. 

Mr Chen Wen Hu, deputy 

chief of section in the planning 

department of Guangdong’s 
Electric Power Bureau, says: 
“By 1995 Daya Bay should be 
producing 1.800MW. but 70 per 
cent will go to Hong Kong and 
only GOOMW to Guangdong. We 
have hopes to build three more 
nuclear power plants. We have 
finished the preparatory work 
for the second nuclear plant 
and in 2000 the first phase 
- I.000MW - should begin.” 

This would still leave 
nuclear producing less than 30 
per cent of the province’s 
needs by 2010. From now until 
then, the local authorities have 
thermal power stations 
planned, or under construc- 
tion, which will add more than 
50.000MW of installed capacity 
to Guangdong’s grid. 

One problem is the quality of 
the coal it receives from north- 
era China. Although the price 
of coal was deregulated last 
year- prices have risen nearly 
30 per cent since 1991 - the 
quality and the time taken 
from mine to power station 
have not improved. 


NEWS: WORLD TRADE 


services, including finance, 
computer technology, and tele- 
communications. The EC has a 
clear competitive advantage in 
these areas. 

Existing curbs on Russian 
imports include quantitative 
restrictions on textiles and 
steeL Exports of enriched ura- 
nium are controlled by the 
need to receive licences for 
each deaL 

As part of its attempt to re- 
join the international trading 
community, Russia has 
decided to apply for member- 
ship of Gatt, the free trade 
group whose secretary-general, 
Mr Arthur Dunkel. is due to 
visit Moscow this week. 

• Denmark, which holds the 
presidency of the EC, hoped an 
EC-Russia deal could be ini- 
tialled at the Copenhagen sum- 
mit in two weeks and is finalis- 
ing arrangements for the visit 
of Mr Yeltsin, which should 
begin on June 19, Andrew Hill 
writes from Brussels. ■ 

But the Commission believes 
it would be unwise to rush into 
an agreement for political rea- 
sons before important prob- 
lems of substance have been 
resolved. EC foreign ministers, 
meeting in Luxembourg today, 
will have to decide whether 
enough progress has been 
made to issue a political decla- 
ration of EC-Russian solidarity 
at Cope nhag en, and make Mr 
Yeltsin's trip worthwhile. 
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Mickey Kan ton faces opposition 


By Nancy Dunne in Washington 

CLINTON administration proposals 
designed to attract labour support for 
the North American Free Trade Agree- 
ment are Instead drawing Republican 
and Democratic fire and a Mexican 
refusal to cede sovereignty over labour 
rights. 

House Republicans told Mr Mickey 
Kantor, US trade representative, they 
would oppose Nafta if he negotiated 
strong side agreements on labour and 
the environment They object to setting 
up of tri-national bodies with power to 
investigate abuses and recommend 
trade sanctions as a last resort. 

The Republicans accuse the adminis- 
tration of having lost the “vision” of a 
pact which would boost trade and 
investment, and warn that the side 


agreements would channel “dispropor- 
tional resources" into the creation of 
multilateral environmental and labour 
bureaucracies “with little accountabil- 
ity and sweeping mandates'*. 

Last week several Democrat groups, 
members of the Alliance for Responsi- 
ble Trade, listed objections to the US 
proposals as they apply to labour. The 
proposed standard allowing national 
enforcement of federal laws, they said, 
would not prevent a government lower- 
ing the standards of its laws to avoid 
being challenged for non-enforcement 

The alliance wants an independent 
secretariat, perhaps with members from 
non-Nafta countries, overseeing labour 
complaints. Unlike the a dminist ration's 
proposal, it would accept complaints 
from citizen groups, rather than having 
to get government to bring a case. 


The administration's proposal that a 
2/3 vote be required before a complaint 
is submitted to a panel “certainly 
ensures that the panels will never be 
used. . the alliance said. 

But a Mexican official said: "An inde- 
pendent commission with enforcement 
powers will never be acceptable to us." 
He said labour was making impossible 
demands in an attempt “to scuttle the 
whole thing". 

However. Dr Robert Cohen, a fellow 
at the Washington-based Economic 
Strategy Institute who has dose ties to 
labour, insists that some unions would 
support Nafta if the side agreements 
were clearer. “They don't have to give 
labour absolutely everything that’s 
been raised.” he said. "But if there was 
attention paid to them, they could win 
some formidable support." 


Top committee tackles Thai motorway row 


By WWtam Barnes in Bangkok 

THE THAI government has 
formed a high-level committee, 
headed by depot; prime minis- 
ter Amnoay Yiranvan, to try 
to settle a dispate over the 
contract terms of an almost 
completed llbn (£64 9m) ele- 
vated motorway. 

The second stage of a toll 
road running through Bang- 
kok remains closed despite 


government demands that it 
open immediately because of 
“a national crisis" in the city's 
traffic system. 

Bangkok Expressway, the 
consortium building the road, 
says it will open the road toll 
free for 90 days if the govern- 
ment agrees to settle its dis- 
pute within that time. It 
insists it will terminate the 
contract if there is no agree- 
ment by then. 


The state-owned Expressway 
and Rapid Transit Authority 
responsible for the project has 
now effectively been cut ont of 
negotiations and its governor 
has offered to resign. 

Bangkok Expressway, led by 
the Japanese company Knma- 
gai Garni, has complained that 
the government has reneged 
on contract terms by catting 
the toll by a third, not allow- 
ing the consortium to operate 


the road for the agreed 30 
years, and disputing revenue 
sharing arrangements. 

Last week Mr Tan-in Nim- 
manhatminda, minister of 
finance, assured representa- 
tives of 31 international and 
11 Thai banks that they 
“won’t suffer”. Bat a banker 
said it was worrying that even 
at this late stage the govern- 
ment bad not addressed com- 
plaints head on. The lenders, 


which have committed the 
equivalent of Bt20bn (£517m), 
suspended loan disbursements 
to BECL in March. 

Meanwhile, Japan’s Oba- 
yashi group has palled out of 
building Bangkok’s third stage 
expressway. Bankets close to 
the company say it was dis- 
heartened by frequent contract 
changes and the authorities’ 
inability to agree on land com- 
pensation or fix a route. 


By Michael Skapkiker, Leisure 
Industries Correspondent 

THE interna tional recorded 
music market grew 9.3 per cent 
to S28.7bn (ElS.Bbn) last year, 
according to figures released 
by the International Federa- 
tion of the Phonographic 

Industry- 

Compact disc unit sales rose 
18 per cent to 1.15bn. While the 
cassette market grew by only 
2.8 per cent, tapes remained 
the most popular music format 
with l-55bn sold. 

The cassette is a particularly 
popular format in eastern 
Europe. The number of cas- 
settes sold in Poland rose to 
18m last year from 3m in 1991 
while in Russia, where the red- 
eration gathered data for the 
first time. 100m cassettes were 
sold in 1992. 

Despite the continued popu- 
larity of vinyl in South Korea 
and China, worldwide sales of 
long-playing records fell 19.5 
per cent to 130m. 

Recorded music sales in the 
US showed the biggest growth 
last year with sales climbing 
14.9 per cent to $8.9bn. In the 
UK, sales fell 1.6 per cent to 
just under $2bn. 


Taking the world view. 


from tlie beginning, Airbus Industrie’s clear vision ef fbe world's air transport needs has guided its long-term business strategy. The result today is a 30 % share of the civil aviation 
market with more than fOO airline customers, including most of the major flag-carriers. The constantly evolving Airbus family of aircraft, which includes both the biggest twin-aisle twin 
and the longest range airliner in aviation history, can now folly meet customers’ range and capacity requirements: a solid base from which to extend oar world view well into the future. 
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South Korean 
manufacturer 
picks Ulster 


By Our Belfast Correspondent 

CARMEN Electronics, the 
South Korean car radio manu- 
facturer, announced yesterday 
it is to create 257 jobs at a new 
factory in Northern Ireland 

The company is investing 
£9.5m at a site being developed 
by the Industrial Development 
Board at Dungannon, Co 
Tyrone, an unemployment 
blackspot (map opposite) 

Carmen, whose equipment is 
sold in the UK under the Good- 
mans name, will be making car 
stereos at the plant and 
expects to complete its local 
recruitment by 1996. 

The (DB said it bad secured 
the project in the face of stiff 
competition from several other 
European companies. 

Mr Robert Atkins, Ulster’s 
ecomomy minister, said the 
investment will create signifi- 
cant new employment and 


skills opportunities in the area. 

He also said Carmen was 
attracted to Dungannon partly 
because of the successful 
power sharing arrangement on 
the local authority, as well as 
low costs and good infrastruc- 
ture. 

Tt is also an excellent exam- 
ple of how cohesive local 
involvement can assist eco- 
nomic development, as council- 
lors and other community rep- 
resentatives from this area, 
working in partnership with 
the IDB, were an important 
factor in Carmen’s decision to 
come to Dungannon. 1 * 

Unionist and Nationalist 
councillors introduced a power 
sharing arrangement on the 
local authority several years 
ago whereby the mayor's post 
is rotated every six months. 

Mr K H Choy, president of 
the company, said it had 
decided to locate to Northern 
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Ireland because it provided a 
cost-effective base to expand 
into the European Community 
and develop sales in eastern 
Europe. 

“We selected Northern 
Ireland as our European manu- 
facturing centre because it pro- 
vides an ideal springboard 
from which to expand our 
already substantial field base 
throughout the EC,* he added. 

Carmen is part of a manufac- 
turing group started by Mr 
Choy in 1985 and group sales 
last year amounted to £68m. 

Vincent Currie, leader of the 
mainly-Catholic SDLP on the 


Sea-change in top job market 

Michael Cassell discovers that the 1980s boom may never return 

H EADHUNTER Nigel in the last few weeks been ris- the 1880s. If they cannot adapt. “There has been plei 
Humphreys has a mg again among many top- they will not easily fit in. delayering and restruct 
warning for top man- rank corporate managers and “It is no good believing that leaving behind a core of 


H eadhunter Nigel 

Humphreys has a 
warning for top man- 
agers: “We are not going to 
return, this side of the mfllen- 
ium, to the sort of job market 
conditions which professional 
and managerial people took for 
granted in the 1980s”. 

Mr Humphreys, managing 
director of Tyzack Accord, is 
trying to find an gr planaHon 
for the latest dive in confi- 
dence over job prospects 
among the highest levels of 
British management 
Around 100,000 people may 
have lost their jobs in the City 
of London alone since the 
recession began and, by the 
end of last year, nearly 300,000 
professional and managerial 
people were out of work. 

But the worst is supposed to 
be over, with recession giving 
way to a slow and hesitant 
recovery. 

Yet fears of redundancy have 


in the last few weeks been ris- 
ing again among many top- 
rank corporate managers and 
other professionals, according 
to the results of a Mori survey 
published last week by the 
Financial Times. 

Mr Humphreys, like many 
others in his profession, finds 
the most recent loss of confi- 
dence initially puzzling. 

“There has been a quite defi- 
nite surge in recruitment activ- 
ity at management level and it 
is not just people already in 
jobs moving to new ones. Pre- 
viously unemployed executives 
are again in work”, he says. 
But he also acknowledges that 
there has been an important 
sea-change, with businesses 
adapting to what he calls the 
“new normality”. 

Mr Humphreys adds^Manag- 
ers in highly competitive mar- 
kets will need skills and abili- 
ties different from those which 
sufficed in the boom years of 


tiie 1980s. If they cannot adapt, 
they wifi not easily fit in. 

“It is no good believing that 
when companies, this time, 
emerge from recession, they 
win explode like oorks out of a 
champagne bottle. There is 
going to be a great deal of care 
and caution when hiring - and 
retaining - at all levels.” 

Neither are managers likely 
to be required in the same 
numbers. A survey by Reed 
Personnel Services suggests 
that manag ers will be in least 
damand as business conditions 
improve, thanks to fiTTidampn- 
tal corporate restructuring 
already undertaken. The out- 
look is for a surplus of middle 
and senior managers over the 
next five years. 

“An awful lot of job losses 
are simply not directly linked 
to the recession”, according to 
Mr Paul Charlesworth, devel- 
opment director of Coutts 
Career Consultants. 


“There has been plenty of 
delayering and restructuring, 
leaving behind a core of people 
who are promised continuing 
job security but who do not 
n ecessarily believe it” 

Companies, he reports, are 
also increasingly moving 
towards a pattern of 
short-term, interim manage- 
ment for filling posts. The 
increasing tendency to con- 
tract OUt important el g manl a of 
the business also raises the 
prospect of fewer in-house jobs. 

However, Mr Peter Trigg, 
managing director of Drake 
Beam Morrin, an outplacement 
specialist, believes the jobs 
outlook for managers has 
improved. But he understands 
why confidence about personal 
job prospects remains fragile. 
DBM does have some good 
news for executives. A survey 
of its own clients shows that 
most find ann thpr suitable job 
within seven months. 
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Heathrow may 
lose European 
rank, warns BAA 


council, said: “We decided to 
forget about internal squabbles 
and to co-operate, work 
together and concentrate on. 
the issues that really concern 
us - unemployment, housing 
ami jobs.” 

The Carmen factory will be 
completed by the end of 
August and production will 
begin in October. 

Carmen is the second major 
Korean company to move to 
Northern Ir eland. 

Details of a third, much big- 
ger, project involving a Korean 
firm are expected in the next 
few mrcnfhg 


By Paid Betts, 

Aerospace Correspondent 

BAA, the privatised UK 
airports operator, yesterday 
warned that London’s Heath- 
row airport risked losing out to 
its main European competitors, 
including Paris, Frankfort and 
Amsterdam, unless a proposed 
SSOOm fifth terminal was built 
writer than plarinfti 

Sir John Egan, BAA’S chief 
executive, said he hoped the 
new terminal would be com- 
pleted about six months ahead 
of schedule to avoid a capacity 
crunch at Heathrow. 

Although the new terminal 
is at present not due to be com- 
pleted until late 2001, Sir John 
said the pace of passenger 
growth, at Heathrow could 
start outstripping current ter- 
minal capacity by 1998. 

Passenger volumes at Heath- 
row have grown by 8 per cent 
from 42m to 45.5m during the 
past 12 months. 

Sir John said unless the new 
ter minal was built ahead of 
schedule, passengers risked 
facing increasing discomfort as 
the airport became more con- 
gested. 

“The inevitable result w31 be 
that many airlines and passen- 
gers will choose to fly not to or 
through London but to our 
European competitors," he 
warned. 


A public inquiry into the 
building of the new terminal is 
expected to start at the sid of 
next year. BAA would like to 
see the entire planning inquiry 
speeded up to hasten develop- 
ment- 

sir John also announced 
plans for a new £20m flight 
connection centre at Heathrow 
designed to make it earner for 
passengers to change aircraft 
and terminals by providing 
smooth connections between 
flights and streamlined 
check-in, security, immigration 
and customs controls. 

The new ce nt re wfil be built 
between Terminals 1 and 2 and 
will include a range of shop- 
ping and eating as 

well as a fitness ce nt r e , beauty 
rTrwte, hngrp**^ farfKtiog a 

video games centre. 

The decision to build the 
new complex reflects recent 
growth in passenger transfer 
business at Heathrow. Transfer 
passengers now account for 30 
per cent of Heathrow’s total 
annnai pa s s en ger volume com- 
pared with 22 per coot three 
years ago. 

The facility is expected to 
open In October 1994 when . 
BAA hopes it will encourage 
more passengers to transfer 
planes at Heathrow rather i 
than choosing another Euro- . 
pean airport 

Results, Page 24 ! 


Credit figures point 
to gentle recovery 


By Emma Tucker 

CONSUMER borrowing 
remained buoyant in April 
with a higher than expected 
rise painting towards a gently 
recovering economy. 

The Central Statistical Office 
reported yesterday that net 
landing to consumers rose a 
seasonally adjusted £194m in 
April. The increase followed a 
revised £l86m for March. 

The rise, which points 
towards fairly robust con- 
sumer confidence, will have 
helped to calm fears that 
spending was slowing. A num- 


ber of weak economic indica- 
tors, including a fall in retail 
sales and sluggish narrow 
money growth, prompted fears 
that the recovery was falter- 
ing. 

The seasonally adjusted fig- 
ures - which do not inHmfo 
mortgages and account for 
about 15 per cent of total pri- 
vate sector debt - also show 
that new credit advanced to 
consumers in April totalled 
£4.42bn, down from £4.74bn in 
March. In the three months to 
April new credit advanced 
rose to £13_57bn from £12. S3 bn 
in the previous three months. 


Britain in brief 

3*58? 

Directors fear 
state debt will 
crush upturn 

Economic recovery could be 
crushed unless the govern- 
ment we** urgently to elimi- 
nate up to £30tra of public sec- 
tor defat, according to the 
TimUtpi* of Directors. 

Calling for a “revolutionary 
approach” to government 
spending, Mr Peter Morgan, 
IoD director general, said last 
night that the £50 bn deficit 
was so huge that “no tax 
of acceptable propor- 
tions could come near to deal- 
ing with It”. 

He told a conference of busi- 
nessmen that the scale and 
rate of growth of public spend- 
ing constituted the economy's 
most serious problem. 

Managers make 
airport offer 

Management and employees 
yesterday submitted a bid to 
buy East Midlands Interna - 
i ttonal Airport at Castle Bon- 
ington, central England. 

This brought to four the 
number of bidders for the air- 
port, whose future ownership 
has teen in doubt since, in 
early 1991, Derbyshire County 
Council si gnalled its readiness 
to dispose of its 44 per cent 
state: 

KPMG Peat Marwick, 
accountants, whose Notting- 
ham office is handling the sale, 
refused to disclose the identity 
of the other bidders. But 
Regional Airports has publicly 
disclosed its interest and it is 
thnng ht that Lockheed, the US 
group, and National Express, 
the UK coach company, may 
have made bids. 

Unions protest 
at Ford imports 

Unions protested to Ford, the 
car producer, over the import 
to the UK of 2,000 Fiestas from 
a Ford plant In Spain. The 
AEEU engineering mid electri- 


cal union said it was 
“shocked" by the Imports, 
which followed the shedding 
of 4,000 Ford jobs in the UK 
last year. The TCWU general 
union said the company had 
"jet too many people go" at 
the Dagenham, Essex,: plant 
which makes Fiestas. The 
nhinns added that they had 
been assured by the company 
that no cars would be 
imported. 

Ford said it was importing 
tiie cars became the assembly 
line at Dagenham was being 
updated. The modernisation 
work coincided with a proj- 
ected increase in demand for 
fiestas in the UK this summer. 

Talks at BA 
postponed 

Talks between British Airways 
management and white-collar 
members ’of the GMB general 
union working at London's 
Gatwick Airport have been 
postponed and are nowdiae to 
be held today. Hie GMB has 
warned that travellers could 
free another airport strike this 
week if negotiations on pay 
and conditions break down. 

A similar dispute with the 
TGWU general union led to_a 
24-hour stoppage last week and 
disruption of most of BA's 
flights from Gatwick and 
Heathrow. An agreement 
between the two sides came 
too late to avert the stoppage: 

Enron to run 
gas project 

Oliver Resources, the south 
Wales energy company, said it 
had farmed ont a working 
interest and operating control 
of its coal-bed methane recov- 
ery project in the south Wales 
coal field to a OK subsidiary of 
Enron, the US oil and gas com- 
pany. Enron has taken a 56 
per cent interest in the two 
exploration licences, which 
cover an area of 670 sq kns 
encompassing a large part at 
the south Wales coal field. 


Morale declines 
at Royal Mail 

Morale among Royal Mail 
employees has reached an 
all- time low, with nearly 70 per 
cent of the workforce re po rting 
they are unhappy at work, 
according to an internal 
employee opinion survey. 


WHERE TO WATCH 
THE FT THIS WEEK 


I MONDAY 


07:45 European Business 
Today t - Daily news, 
company results, market 
moves and boardroom 
interviews. 

12:30 West of Moscow f 
22:30 European Business Todayt 


TUESDAY 


07:45 European Business 
Todayt(22:30) 

13:15 West of Moscow*(18:15) 
08:15 FT Reports* (15:45, 23:45) 


WEDNESDAY 


07:45 Eurc^ean Business Todayt 


THURSDAY 


07:45 &jr<^ean Business Todayt 

08:15 West of Moscow* (15:45, 
23:45) 

13:15 FT Reports* (18.15) 

20:00 Financial Times Reports • 
(01:00, 05.15) 



07:45 ^2^) an Business Tod ayt 


21:30 Financial Times Reportst 
- The Spanish Election? 
What the result means to 
business. 


All times are CET 

KEY • Sky News t Super Channel 
* Euronews 


SATURDAY 


05:30 Financial Times Reports* 
08:30 Financial Times Reports t 
11:15 West of Moscow • 

- Improving Climate? We 
hear from the CB1 about their 
new survey of business 
prospects in the region 
(& 22:15, 02.15, 05.15)' 


SUNDAY 


13:00 f20 a 00) aI TimeS ^P 0 ^* 

19:00 Financial Times Reports t 
22:30 West of Moscow f 
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ABB unit to 
cut 900 train 
making jobs 



Pickets at the Timex, Scotland, plant show their anger as replacement workers arrive yesterday morning 

Scottish trade unions appeal for overseas support in Timex dispute 


Trouble brews 
as beer follows 
Europe’s recipe 

Philip Rawstome on why brewers 
are cutting strength and raising 
prices under the new duty code 


By Andrew Baxter 
and Paid Ch oos arigh t 

ABB TRANSPORTATION, the 
UK's biggest train builder, said 
yesterday it is making nearly 
900 of its 6,134 employees 
redundant across its 
operations at York, Derby and 
Crewe because of a severe 
reduction in UK orders. 

The announcement under- 
lines the plight of the UK’s 
railway equipment industry, 
which is running out of orders 
because of the uncertainty 
over rail privatisation, and 
what it sees as muter invest- 
ment in the sector. 

The Railway Industry Asso- 
ciation has said that privatisa- 
tion puts about half the equip- 
ment industry's 30,000 jobs at 
risk immediately, and all of 
them in the long term. 

The brunt of yesterday’s job 
cuts at ABB Transportation ~ 
formeriy known as Brel - fails 
cm York, where 532 of the 1,600 
jobs are to go. Derby will suffer 
273 job cuts, while 91 workers 
will go at Crewe. 

The immediate cause was 
the news late last month tha t 
ABB Transportation had lost 
the battle for a £36m order 
from Strathclyde Council. Mr 
Bo Sbdersten, ABB Transports* 


By Richard Lapper 

LLOYD'S OF LONDON could 
attract up to £500m in fresh 
“incorporated" capital by the 
beginning of next year, accord- 
ing to an official working on a 
new rulebook for corporate 
Investors at the insurance mar- 
ket 

At the end of April Lloyd's 
announced that it was seeking 
to attract new corporate invest- 
ment to compensate for the 
recent fan in the number of 
Names, the individuals whose 
assets provide the market's 
capital base. 


tion’s hard-driving managing 
director, warned that the com- 
pany would be assessing its 

requirements. 

Brel, the old workshop arm 
of British Rail, was privatised 
in 1989 and since last year has 
been 85 per cent owned by 
Asea Brown Boveri, the Swiss- 
Swedish engineering group. 
ABB said yesterday It had 
transformed the subsidiary 
into a “first-class company". 

But the York plant, on which 
£5Qm has been spent since pri- 
vatisation, is due to run out of 
work next May when it fin , 
ishes the last of a £140m order 
for Netwarker tr ains from Net- 
work SouthEasL 

Mr Sflderstan has warned 
that the plant could close if it 
does not win any significant 
orders this year. Its future 
could depend on winning a 
£150m order from BR for more 
commuter tr ains which may be 
awarded in August 

Mr Sodersten said yesterday. 
“We see great long-term possi- 
bilities for our products and 
services, both hare In the UK 
and overseas, but it is essential 
that our domestic customers 
are in a position now to con- 
tinue a programme of steady 
order placement if Britain's 
railway industry is to survive.” 


A draft of the rulebook, 
which sets out the legal, 
accounting, regulatory and tax 
implications for “incorporated 
Names", should be be sent to 
Lloyd's agencies by the end of 
this month, with a definitive 
verson set to be completed by 
mid-summer. 

Lloyd’s has already decided 
to modify its plans to auction 
capacity for incorporated 
Names announced last year. In. 
a letter to market practitioners 
last week Mr David Rowland, 
chairman, said it was “inappro- 
priate” to continue with these 
plans. 


THE SCOTTISH TUC. the 
trades union body, yesterday 
told pickets outside the Timex 
factory in Dundee, Scotland, 
that it was asking unions and 
political parties overseas to 
support the protest by boycott- 
ing the company’s products. 


By Richard Evans 

INITIAL reaction from hankers 
and City erf London business- 
men has been largely favoura- 
ble to a Corporation of London 
proposal that non-essential 
traffic might be barred from 
the core of the City as an anti- 
terrorist measure. 

The plan, the most radical 
element in a package now 
being drafted, is still at the 
blueprint stage and will be put 
out to public consultation later 
this month. If accepted, it 
could be in operation by the 
end of the year. 

Mr Michael Cassidy, chair- 
man of the corporation’s policy 
and resources committee, said 
that two large terrorist bombs 
in 14 months had not under- 
mined the City, as Europe’s 


Mr Bill Speirs, deputy gen- 
eral secretary of the Scottish 
TUC, told a crowd at the plant 
that the STUC was planning to 
■end messages to labour 
groups worldwide calling for a 
boycott 


leading financial centre, but 
firms had to be reassured. 

Corporation officials led by 
Sir Francis McWilliams, the 
Lord Mayor, have held meet- 
ings with over 400 City institu- 
tions and locally based compa- 
nies to discuss improved 
security. Most have supported 
a vehicle ban, although some 
have argued it would create 
too much disruption and would 
give too great a propaganda 
coup to the IRA 

Mr Cassidy argued that as 
more than 90 per cent of City 
workers commute by train and 
walk to offices, there was sup- 
port for a car ban, if public 
transport could be improved. 

Sir Andrew Hugh Smith, 
chairman of the Stock 
Exchange, has given pedes- 
trianisatton qualified backing. 


demonstrators picketed noisily 
outside the plant, as they have 
done throughout the four 
month dispute. 

There was no repeat of the 
violence which has marked 
previous demonstrations. 

The STlJC’s move could 


provided access for vehicles 
could be maintained for nor- 
mal business purposes. 

The restrictions planned by 
the corporation are only likely 
to apply to a few hundred 
square yards at the heart of 
the City, covering the area 
around the Bank of En gland 
the Stock Exchange, Mansion 
House and the NatWest Tower, 
although some bankers want 
them to cover the whole of the 
Square Mila 

Access would be limited to 
buses, taxis and a smart num- 
ber of specially licensed 
vehicles, although temporary 
licences could be granted for 
anyone giving a good reason 
for driving through the City. 
Any vehicles without a licence 
would be stopped at one of 
about six check points. 


a ntag onise leaders of the 
AEEU engineering union, who 
are hoping to negotiate a solu- 
tion to the dispute. 

A peace plan worked out by 
union leaders and Timex was 
last week rejected by 300 
sacked workers. 


The corporation began its 
detailed examinat ion of secu- 
rity after the Bishopsgate 
bomb in April placed in an 
abandoned tipper truck. A year 
ago lOOlbs of explosives packed 
into a car wrecked the Baltic 
Exchange. Both bombs caused 
mintnns of pounds Of damag e 

Anti-terrorist measures 
already in hand are the 
removal of all litter bins in the 
City until they can be made 
bomb proof. 

London’s position as a major 
international financial centre 
is putting heavy pressure on 
the authorities and police to 
devise a policy based on a 
deterrent rather than contain- 
ment A third big bomb attack 
could make some foreign com- 
panies t hink about relocating 
elsewhere in Europe. 


N ational brewers 
came under fire yes- 
terday for reducing 
the alcoholic strength of many 
of their beer brands to ease the 
impact of a new system of 
duty. 

The Brewers' Society 
claimed that the new system - 
which replaces the 113-year-old 
method erf charg ing duty at the 
prerfermentation stage of pro- 
duction with a tax on the alco- 
holic strength of the finished 
product - would increase over 
all duty by £64m, or 3 per cent, 
a year. 

Customs & Excise insisted 
that the new system would not 
raise the overall revenue bur- 
den on the industry. Qffiriaia 
arc examining the calculations 
and said that adjustments 
would be made in the next 
budget if necessary. 

Consumer groups attacked 
the move which comes at a 
time when beer prices are 
again being raised above the 
rate of inflation. 

Bass, the country’s leading 
brewer, has announced its 
wholesale beer prices win be 
increased by an average £6.62 
fix- a 36-gallon barrel a rise of 
3J>8 per cent. Carisberg-Tetley 
is expected to increase prices 
by an average 3 pm 1 emit 
Mr Andy Sangster, research 
officer for the Campaign for 
Real Ale, condemned the 
reduction in the strengths of 
some beer brands as a cover 
for higher prices. “Ford does 
not alter the specifications of 
its cars when taxes go up,” he 
said, “and we see no reason 
why brewers should start fid- 
dling the strength of their 
beers. It shows a lack of 
respect fix' their products.” 

Ms Ruth Evans, director of 
the National Consumer Coun- 
cil, said: “If brewers are cat- 
ting the alcohol content of 
their beers, they should be 
advertising this fact widely, 
not trying to slip weaker beer 
past their customers without 


telling them. We are not 
against weaker beers in princi- 
ple - but consumers who pre- 
fer the stronger variety will 
feel that they are being 
charged the same price as 
before, for less." 

Of the five national brewers, 
only Whitbread does not 
intend to make any changes to 
the strength of its beers. The 
tax effects on its portfolio 
would be roughly neutral the 
company said. 

Bass, which estimates that 
the changes will increase taxes 
on its beers by more than £20m 
a year, is to reduce the alcohol 
by volume (abv) percentage of 
about a score of its brands. 

The original gravity of most 

of the b rands will be 

raised to preserve taste and fla- 
vour, the company said. 

National brewers had been 
expected to bear a relatively 
higher burden of duty after the 
introduction of the new system 
on June 1 because of the 
higher strength lagers and ales 
in their portfolios. 

Though the new scheme was 
planned to raise the same 
amount of revenue from the 
industry, it was clear from the 
outset that these beers would 
attract more duty and others 
would be less heavily taxed. 

The national brewers are 
also suffering the loss of bene- 
fits they have drawn in recent 
years from the old system 
which gave a 6 per cent duty 
free production allowance for 
wastage. Wastage in many of 
the larger brewery operations 
is less than 2 per cent because 
of improvements in brewing 
technology and efficiency. 

Complaints from smaller 
brewers about the advantages 
the old system gave the nation- 
als were among the reasons for 
the change. But the switch to 
end-product duty was also 
encouraged by the creation of 
the European single market. 
Other EC countries charge 
duty on the finished product 


Lloyd’s could attract 
6 £500m’ new capital 


Mr Speirs was speaking as 

Traffic ban plan for City core 



Can you turn You can make cement by burning the energy-rich waste of 

industrial waste into other industries, to save on fossil fuels. But different 
concrete profit? low-grade fuels burn variably, and high temperatures can 

produce unacceptably hard cement clinker. A skilled kiln operator has to 


constantly monitor and react to critical parameters such as the chemical 
content of the exhaust gas. By reproducing his actions, ABB’s new high- 
level expert control system, LINKman™ optimizes production efficiency. 
On-line, real-time technology constantly stabilizes burning temperature. 
Hiis saves fuel, and money, too. Wear on equipment and refractory linings is 
reduced, while energy is not required to grind down over-cooked clinker. 
And a trained engineer is freed for other rewarding tasks. 

ABB is now setting the pace in cement plant optimization, supplying 
complete electrical and process automation systems including plant 
infrastructure and FanPac* heavy duty fans and drives. As a leader in 
electrical engineering for industry and transportation, and in the generation, 
transmission and distribution of electrical power, ABB is committed to 
industrial and ecological efficiency worldwide. We transfer know-how across 
borders with ease. But in each country, ABB operations are local and 
Tfes, you can. flexible. That means we are close at hand to help our customers respond 

swiftly and surely to technological challenges which stretch the limits 


of the possible. Like saving money, and energy, by burning fuel twice. 


ABB Asaa Brown Boveri Ltd., Reader Services Center, P.O. Box 822, CH-8021 Zurich 
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CLIENT FOCUS 



There’s a difference in insight that linksi 


and people to opportunities. 




Around the world, a wave of privatizations. In 


Our clients: individuals, institutions, corpora- 


A company committed to long-term client rela- 


Europe and elsewhere, a flood of capital across tions and sovereign governments. 


tionships rather than short-term transactions. 


national boundaries as cross-border transactions 


become more and more important sources of financ- 


We are a company that is global in outlook and in 
its influence on the capital markets. were the leader 


in debt and equity underwriting for the fifth consecu- 


A world like this needs the unique financial tive year in the U.S. and the fourth consecutive year 


A company that has built one of the most coigjci*' 
prehens ive private banking networks in the world, v* 
offering our clients the ultimate in personal attention 
for trusts, multicurrency services and money.^3 


insights that Merrill Lynch is able to provide. 


worldwide, raising a record total of $151 billion. 


manag ement. 


©1993 Merrill Lynch 8c Co, Inc. 

Approved 6 m issuance in the UK by Merrill Lynch btcrmtioiia] Bank Limited and 

Mfi t 31 l ynch limnnriaul T tmttrrl, mmihen nf The Securities and Futures Audwrity Limited- 
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aarket to market, capital to companies 
le difference is Merrill Lynch. 


the milestone of we were named Bank of the Year by International mitment to integrity. And our determm 

trusted advisor to each and every client. 


Financing Review, 


^ think it makes a difference, 


And while we’ve been in Asia for over 30 years, 


worldwide, creating opportunities 


accounts 

European firms to raise capital in the U.S, 


become the first American securities firm 


The difference is Merrill Lynch 


office in mainland China. 


to open an 

In our view, these successes stem from our spirit 
of teamwork, the soundness of our advice, our com- 


We continue to 


immunity, with growing involve- 
flnH cross-border deals. Recently, 


MenU 1 Lynch 


nt in privatizations 
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TECHNOLOGY 


Four years after the Exxon Valdez disaster, the route to Double-hulled tanker 
safer tankers is not all plain sailing, says Hugh Carnegy ■ 
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S tanding on the vast deck of 
a 300,000-toone supertanker 
and peering into one of its 
cavernous, 27m-deep cargo 
holds, you quickly form a chilling 
impression of the enormous quan- 
tity of crude oil that can be spilled 
Into the sea when such a large ship 
is ruptured. 

As accidents such as the founder- 
ing of the Braer off the Shetland 
Islands in January this year and the 
r unning aground of the Exxon Val- 
dez off Alaska in 1989 showed, the 
results can be calamitous for the 
local environment 
Next month, however, a signifi- 
cant step will be taken in the quest 
for safe, or at least safer, oil tank- 
ers. Under new rules made by the 
International Maritime Organisa- 
tion (a UN-backed body that sets 
safety standards for world ship- 
ping), all new supertankers commis- 
sioned from that date will have to 
be double-hulled - that is, have a 
two-layer outer skin that will make 


I magine being able to operate 
all the equipment in your 
office from one screen, or each 
entertainment product in your 
home from a single remote control 
device. 

Instead of pressing different but- 
tons on different machines for dif- 
ferent functions, these could all be 
connected to save users' time, 
money and the frustrating need to 
remember which machine does 
what and how. 

Companies in the electronics, 
computer, office equipment and 
entertainment industries have been 
thinking along these lines for some 
time. Now that wireless communi- 
cations look like replacing endless 
lines of cable, such ideas have been 
given a new impetus. 

Tomorrow, Microsoft, the domi- 
nant US software company, will 
take a significant step toward the 
future linking op of electronic 
equipment by unveiling new part- 
nerships with office equipment 
makers to produce photocopiers, 
facsimile machines and laser print- 
ers controlled by the company's 
software. 


the oil carriers more resistant to 
collision or grounding. 

The rule seems to make sense. A 
Very Large Crude Carrier, or VLCC, 
is a gigantic, internally sectioned, 
flat-bottomed steel barrel with a 
large engine at the stem and a rela- 
tively small superstructure to house 
the .computers and the handful of 

humans required to load, sail , man- 
oeuvre and discharge it Doubling 
the outer casing of the barrel 
should significantly increase its 
ability to withstand puncture. 

But the move to develop “envi- 
romnentaUy-Eriendly" oil tankers is 
not all plain sailing. First, some 
shipowners say double-hulled tank- 
ers may not reduce spillages in big 
supertanker accidents. Second, they 
are more expensive to build and 
operate than traditional single- 
hulled, or even double-bottomed 
tankers, which has made many oil 
companies and shippers reluctant to 
charter thwn, 

The Odense Steel Shipyard. 


owned by the big Danish group A P 
Moller, this year delivered the 
world's first two double-hulled 
VLCCs, out of six it is building for 
Maersk Tankers, another A P Moller 
company. The 300 ,000- tonne Eleo 
Maersk and Elizabeth Maersk carry 
their ballast in the minimum 3m- 
wtde space that runs between outer 

qnri innw h ulls 

The builders say the 344m-long 
ships are designed to have levels of 
resistance to breaches and to "rak- 
ing damage" - the opening of the 
bottom or the ship - up to 25 per 
cent greater than £MO specifica- 
tions. But no-one Is arguing that the 
advent of the double-hulled tanker 
will mean an end to supertanker 
disasters. In fact, says Ola Loren- 
tzon, chief executive of Sweden's 
ICB Shipping, it is doubtful that oil 
spills would have been avoided In 
any of the world’s most notorious 
tanker accidents if the ships had 
been equipped with double hulls. 

"In the case of the Exxon Valdez, 
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it wouldn’t have made any differ- 
ence if it had been double-hulled, 
according to what I understand 
from the experts,” he says. His 
point, not denied by shipbuilders, is 
that even a double-hulled ship could 
not withstand the force involved in 
driving fully laden onto rocks. 

Lorentzon sees the new regula- 
tions on doable-hulled ships as 
deriving mainly from political 
demands for action after spectacu- 


lar accidents. He wonders whether 
the extra money to be spent on 
building double-hulled tankers - 
which are 15 to 20 per cent more 
expensive than a standard single 
hull tanker, costing aroun d 
(£5&3m) - could be better spent on 
other anti-pollution measures. 

According to AP Moller, tanker 
accidents account for only 5 pm* 
cent of all oil pollution at sea. 
Tanker operations account for 7 per 


Part of the office furniture 

Microsoft is unveiling a new partnership, writes Geof Wheelwright 


Microsoft’s contribution will be a 
new office equipment “operating 
system” that will let users control 
this equipment by merely pointing 
at pictorial representations of their 
functions on a built-in computer 
screen. The company has' been 
working on this technology for 
more than four years and it similar 
to the company’s existing Windows 
software. 

Hie software operating these new 
devices will, however, include the 
ability to be controlled by Micro- 
soft Windows when connected to a 
personal computer. It will also he 
“multi-tasking" so that it can allow 
the office equipment in question to 
handle more than one job at once. 

One of the partners in Hiis deal — 
Hewlett-Packard - says it can fore- 
see the day when this technology 
wQl allow it to produce printers 
with no external switches, buttons 


or controls. All of these tasks will 
be handled by software and con- 
trolled by a PC running Windows. 
The devices, to be produced ini- 
tially under Microsoft’s new office 
equipment partnership, however, 
win be capable of operating with- 
out a PC connection, although a 
small, PCstyle fiat screen and com- 
puter-generated “icons” will be 
used to provide the control. Other 
partners are Compaq, Ricoh, Min- 
olta, and Ericsson. 

These partnerships is only one 
element in the long-term strategy 
outlined by Bill Gates, the head of 
Microsoft He wants to put Micro- 
soft technology in almost anything 
that uses electricity. 

ffls intention is to make Micro- 
soft software an integral part of 
office equipment. 

Gates also foresees Microsoft’s 
involvement in the design of spe- 


cialist software for “broadcast” 
information to and from portable 
computers over wireless networks, 
personal information manag ement 
applications for use on hand-held 
computers, electronic and voice 
mall from portable systems and the 
transfer of data to and fr om desk- 
top systems automatically. 

Finally, he has committed Micro- 
soft to work on designing Windows 
into consumer electronic machines 
such as video cassette recorders, 
audio systems, home telephones 
and information browsing systems 
ran over cable television networks, 
as well as advanced computer 
games, Windows-based photogra- 
phy systems and multimedia edu- 
cation software. 

Gates says many of these projects 
will require partnerships with com- 
panies in different industries, but 
Microsoft has enough funds for 


such strategic i n vestments. He cites 
the company’s investment last year 
in London publishing house Dorl- 
ing Endersley and the subsequent 
develo p m en t of multi-media prod- 
ucts based around the company's 
educational books. 

“Partnership is key - getting 
people to build these devices in an 
intelligent form so that other peo- 
ple’s machines can talk to their 
machines,” says Gates. “We don't 
want to dictate partners or form 
factors - we are working with doz- 
ens of manufacturers to bring out 
systems that contain specialised 
(software) code.” 


G ates sees a future where 
more and more consumer 
electronics technology is 
built around the PC - and that 
which is not win at least use a 
form of Windows as an underlying 


/vn> while 14 per emit comes from 
other shipping and 61 per cent from 
industrial waste. At present, only 14 
of the 51 VLCCs under construction 
worldwide are double-hulled, but 
the new regulations mean that soon 
any replacements for the world's 
450-strong VLCC fleet will have to 
be to tire new specification. 

This brings up anothe r complaint 
that unites shipbuilders and opera- 
tors - that double-hulled tankers 
are, hi effect, discriminated against 
Many charges, such as port fees, are 
levied on the volume of a ship. A 
doable-hulled tanker inevitably has 
greater volume than a single-hulled 
vessel and «>n cost up to 20 per cent 
more in port fees. 

The comp laint extends to single- 
hulled tankers with segregated bal- 
last tanks. Segregated ballast tanks 
were made compulsory on all tank- 
ers built after 1980 to cut down on 
pollution from the flushing of oil- 
contaminated b allas t - a leading 
source of ofl pollution. 

A g ro wing number of old tankers 
is likely to be de-commissioned in 
the next few years because of the 
difficulty of meeting Increasingly 
stringent standards. Nevertheless, 
more than half the VLCCs now at 
sea were built in the 1970s and 
there remains a financial incentive 
to operate old “dirty” tankers 
rather than more modern ships. 

“A msyor part of the oil industry 
is still looking for the cheapest 
freight, regardless of the environ- 
mental aspects,” complains Tommy 
Thomsen, vice-president of AP 
Moller. “So far, society has chosen 
not to reward enviromnentally- 
friendly tankers.” 


control technology. He predicts 
that in the future many people will 
have a few wall-mounted colour, 
flat screens in their house for TV, 
video games and information man- 
agement, with the controls all con- 
densed onto a single hand-held 
unit 

In the short term. Gates does not 
want to let video game manufactur- 
ers maintain “control of the televi- 
sion” as an interactive entertain- 
ment medium and is investigating 
the rote Microsoft can play here, 
“it’s a question of who controls 
intelligence to TV - which at the 
moment is Nintendo and Sega,” he 
says. “But what about resolution 
(sharpness of the TV), what about 
desire to sit far away from the 
device and regulatory issues. These 
are the kinds of firings Microsoft 
explores very carefully and we 
expect to make some bets here - on 
telephone control, information 
browsing and the idea of the PC as 
an advanced entertainment 
machine. This will take some time 
to shape up and see exactly what 
will emerge - but we will be work- 
ing with lots of partners on this.” 


A super 
PC from 

H-P 

W hile many companies' 

are talking about creat- 
ing vast new markets 
with pocket-sized computerised 
gadgets that are variously called 
-personal digital assistants or 
“information appliances", Hew- 
lett-Packard has this week intro- 
duced a “super-portable” per- 
sonal computer that addresses 
the needs or a broad range of 
“mobile professional" computer 
users. 

The H-P Omnibook 300 is a 
lightweight and compact PC 
with a full-size keyboard and 
screen and long battery life. It is 
bigger than a “palmtop" com- 
puter, but lighter than a “note- 
book” PC. 

It is a 386-powered PC that 
comes fully loaded with Micro- 
soft Windows, Word and Excel 
software, as well as some per- 
sonal productivity and communi- 
cations software. Weighing in at 
2.91b and measuring roughly Uin 
by 6.5in and i.5in thick, the 
O mnfh nolc runs for five to nine 
hours on four standard AA bat- 
teries. 

H-P is offering two models; one 
with a built-in 40MB hard drive 
with a list price of $1,950 (£1,290) 
in the US and the other with 
solid state data storage that win 
sell for S&375. Extras include an 
internal modem and a power 
adapter. Neither of the Omni- 
books includes a floppy disk 
drive, but software or data can 
be downloaded from a desktop 
PC via a serial port or an innova- 
tive infra-red link that is expec- 
ted to become standard in desk- 
top computers of the future. 

Special features of the Omni- 
book include a “pop up mouse”, 
that springs out of the ode of the 
computer. It behaves like a desk- 
top computer rodent, but 
because it does not require a fiat 
surface it can be used, for exam- 
ple, in the limited confines of an 
aircraft “tray table". H-P has 
made some compromises to min- 
imise power consumption. The 
screen is monochrome and the 
data storage capacity is lower 
than that of most notebook com- 
puters. This Is a briefcase-sized 
PC that overcomes the limita- 
tions of existing PCs. 

Louise Kehoe 



The Korea Equity Trust 

International Depositary Receipts 

Evidencing Certificates in respect of 
1,000 Units in the Trust 

NOTICE IS HEREBY GIVEN to Unitholders thai Korea Equity Trust has 
declared a dividend in The Republic or Korea amounting to Won 119,000 
per Certificate in respect ot 1,000 units, payable on or after July 1 . 199S. 
Payments of Coupon No 4 at the International Depositary Receipts, will be 
made on or after July 1. 1993 against presentation of the Coupons to the 
Depositary or to one of the Depositary Agents Bated below: 

DEPOSITARY 

Chase Ma n ha tt a n Bank Luxembourg SJV. 

5 Rue Plastis, Luxembourg Grund. L2012 Luxembourg 

DEPOSITARY AGENTS 
The Chase Manhattan Bank. NJL 

Wodgata House, Coleman Street Chase Plaza. 34-35 Chung-dong 
London EC2P 2HO Choong-ku, Seoul. Repubfc of Korea 

Chase Manhattan Bank (Switzerland) 

83 Rue du RhOne, CR-1204 Geneva. Switzerland 

The amount of dollars payable in respect or Coupons presented lo an Agent 
of the Depositary by the Close of Business on June 29. 1993 shall be the 
net proceeds of the safe of the amount of Won for US dollars at the 
prevaifing telegraphic transfer selling rate of US dollars for Won as quoted 
by a foreign exchange bank in Korea on the day on which the relevant 
transfer is made. 

The dividend proceeds wiH be dtstrfoulad to IDR holders in p r op o rtion to 
their respective entitlement and after the ded uct ion of all (axes and tees, 
charges, duties and expenses of the Depositary. 

A/1 Certfflcate holders are required to sitomrt the name and address of a 
benk In New York and a US dollar account number tor payment, or an 
address tor which payment should be sent by US dollar cheque. 

AD holders residing in a country having a double taxation treaty with the 
Republic of Korea may obtain payment at a lower rate of the Korean 
non-resident withholding tax, on condition they furnish lo either the 
Depositary or through one of the designated Depositary Agents, a 
c er tifi c a te showing their residence, together with a copy of the C er tHI c at e of 
Inoorpo re don, at, tor fixfivfduals.acopy of their passport. These documents 
are requested by the Korean National Thx A d m inis t ra tion Office as 
evidence of residence. 

Without such proof of resi de nce, the full tax rate of 2&B7S per oant Korean 
non-resident withholding tax wfU be retained. 

AA documents should be submitted to the Depositary or a Depositary Agent 
by June 29, 1993. 

Chase Manhattan Bank Luxembourg SJL 
as Depositary 
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THE INTERNATIONAL 
SMILE OF THE GULF 


At Gulf Air, people from around the world 

bring together diverse cultures and traditions 
to create Gulf Air's international spirit - 
a spirit that you'll experience in our uniquely 




hospitable style of service. 

Wherever you're from, wherever you're 
going, on Gulf Air you'll always find friendly 
faces, and a smile that you recognise. 


7 THE FIRST INDEPENDENT 
RUSSIAN STATES 
LICENSED AIR 
CHARTER CO. 

CHARTER • SALES • MANAGEMENT 
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ALG AEROLEASING 

Geneva 41-22/798 4510 
Zurich 41-01/814 3700 


USA 1 201 993 93 93 
ASIA 65 431 95 22 
CIS 7 044 216 44 78 
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FLYING WITH STYLE. 


Save O n Software 
Latest Releases from just £40.00... 

WINDOWS SOF1WAKE 


word 2 
WordPerfect 
R um emcAar 
Omripoge 

nemoherPro 

Autoroute 4 


Q.I. 


Lotus Orporbar AmlproS 
Cokewcfc CAD 12 


MS Works 
WkikscftoS 

SytfeBte MA7HCAD PCTOOLS8 

Soge Ventura 4 Norton unmet 

PageMaker d CXiark Express Norton DeScfop 

PagemaMrfi Packiat W5NDCWS3.I 

Corek*uw3 nmeane DOS 6 

.... and Many Many More in Stock 

tor an OKSwtormand caMoQuo write ks: 
Pham 071-379 3*39 Fax Q71 -4973706 
69-76 Lono Acre. Covent Garden. London WC2E 9 AS. 


Do you deal in Foreign Exchange? 


Read llHteMMM 

The magazine which keeps you abreast 
of new developments. 

On sale now £4.00. 


MM 
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BUSINESS AND THE LAW 


Haggling a discount 
on criminal justice 

John Mason on calls for formal plea-bargaining in England 


T he introduction of a formal 
system Of plea bar gainin g 
into the English cr iminal 
Justice system - a move 
that would have far-reaching conse- 
quences for the Courts’ handling 0 f 
all crime from burglary to fraud - 
now appears a distinct possibility. 

Plea bargaining, where defen- 
dants agree to plead guilty in 
exchange for a lesser sentence, is 
known to be under active consider- 
ation by the Royal Commission on 
Criminal Justice due to report in 
July. The growing consensus 
among lawyers is that the commis- 
sion is likely to favour it if suffi- 
cient safeguards can be built in. 

The move, which is supported by 
the bulk of the legal establishment, 
is driven by largely pragmatic con- 
siderations. The post-war rise in 
crime has left the English legal sys- 
tem dangerously overstretched 
when dealing with all forms of 
crime. Plea bar gaining is seen as a 
means of radically reducing the 
number of cases going to trial 
The legislation of the 1980s aimed 
at financial crime has created a sep- 
arate problem - lengthy and costly 
fraud trials. Hie problems encoun- 


tered in fraud trials, such as Blue 
Arrow, has left confidence in such 
proceedings dented. 

There are a number of sugges- 
tions, such as earlier disclosure of 
the defence case, on how to bring 
these trials under control. But the 
complex nature of the offences 
means there is only limited room 
for improvement The problems of 
making these trials shorter and 
more manageable are likely to 
remain almost intractable. Plea bar- 
gaining is seen by many as the most 
effective solution. 

To some degree, the introduction 
of formalised plea bargaining would 
amount to an extension and formal- 
isation of what already takes place. 
Although officially discouraged, 
prosecutors and defence lawyers 
often confer informally with the fre- 
quent result that some charges are 
dropped if a defendant pleads guilty 
to a lesser charge. 

But what is not possible is negoti- 
ation about sentence. It was once 
possible to obtain a reasonable indi- 
cation from the judge before trial 
what length of sentence he had in 
mind. The scope for this, however, 
has been reduced In recent years. 


Under the plea bargaining system 
favoured by most judges and banis- 
ters, judges would Indicate the 
length of sentence before trial by 
reference to a system of guaranteed 
“discounts’' for an early plea. 

A point of contention would be 
whether or not to adopt the Ameri- 
can practice of giving the prosecu- 
tion the power to decide sentence 
discounts - a power seen by many 
lawyers as likely to result in unfair 
pressure on defendants to plead. 

With fraud and other financial 
crime, plea bargaining is also in 
line with current thinking about 
the enforcement of financial regular 
Hon. With a loss of confidence in 
the UK’s current self-regulatory 
regime expressed by several leading 
City figures over the past three 
years, many have looked to the 
model provided by the American 
Securities and Exchange Commis- 
sion as the way forward. 

This is the approach favoured by 
the Serious Fraud Office whose 
director, Mr George Staple, has 
advocated plea bargaining to the 
Royal Commission as the most 
effective way of cutting the time 
and expense of fraud trials. 



Mr Staple's thinking, based on the 
American experience, goes further. 
In line with the reassessment of 
which financial misdemeanours are 
dealt with by the courts and which 
by regulatory autborifies, he sees 
the SFO and other criminal prose- 
cutors collaborating further with 
regulators. Plea bargaining could 
then be part of a system which 
includes substantial fines, restitu- 
tion to the victims of financial 
crime and other regulatory penal- 
ties such as disqualification. 

Hie intention is clear. Mr Staple 
emphasises that the public interest 
demands that, because of the seri- 
ousness of some offences, such 
cases be dealt with by the courts. 


But the prosecuting authorities will 
be looking for a guilty plea at a 
very early stage, perhaps even 
before charges are brought. 

The scenario envisaged is one 
where, after the SFO first acts, 
defendants co-operate from the out- 
set knowing that plea bargaining 
will be available. Deals will be done 
along the lines of those done in the 
USA in the case of Mr Ivan Boesky. 

How this would work in practice 
is uncertain. With more “routine" 
crimes, such as burglary, the issues 
are more straightforward and most 
lawyers expect the introduction of 
plea bargaining would produce 
fairly instant results. 

With white collar crime, the out- 


German advertising ban overruled by court 



EUROPEAN 

COURT 


The European Court 
of Justice has rated 
that a i«ice adver- 
tising restriction in 
the German unfair 
competition law 
Infringes Rome 
Treaty rules on free 
movement of goods. 
The ruling confirms 
that the treaty may outlaw national 
marketing rules which are capable 
of hindering the sale of goods 
imported from other European 
Community countries. It makes no 
difference that the offending rule 
applies, equally to domestic 
products. 

The ruling followed a reference 
from the Bundesgerichtshof in 
unfair competition proceedings 
brought against Yves Rocher 
GmbH. Hie German unfair competi- 
tion law prohibits comparative 
price advertising which is eye- 
catching in the sense that it draws 
attention to a new price of a prod- 


uct by juxtaposing it with the old 
price. Yves Rocher had used this 
form of advertising to promote the 
reduced prices of its products made 
in France and sold largely by mail 
order through its subsidiary in 
Germany. 

Confirming bim* law, the 

court said national legislation 
restricting or banning particular 
methods of advertising or promo- 
ting goods was capable of restrict- 
ing the volume of Imports since It 
affected the choice of marketing 
methods available to Imported 
products. 

The fact that a business was 
forced to adopt a method of adver- 
tising and sales promotion in the 
member state concerned, and to 
abandon a method which it consid- 
ered effective and which, it used in 
other states, was capable of restrict- 
ing imports. 

This means the national law will 
be precluded by. European Commu- 
nity law unless it is justified as nec- 


essary to satisfy a legitimate public 
interest such as consumer protec- 
tion or the prevention of unfair 
competition. 

The German government claimed 
the price advertising ban was intro- 
duced to protect the consumer since 
price comparisons frequently lead 
to mistakes by consumers. The con- 
sumer can easily be misled because 
he Is not in a position to check the 
new price against the old. Advertis- 
ing with price comparisons is also 
likely to suggest a price level which 
Is more advantageous than neces- 
sarily justified. 

The court added that the national 
law must also be proportionate to 
the objective pursued. The court 
said the German law was not lim- 
ited to price comparisons which 
were wrong but covered those 
which were right as well if they 
were eye-catching. It concluded that 
price comparisons were prohibited 
not because they were wrong but 
because they were eye-catching. It 


followed that all eye-catching price 
advertising was prohibited whether 
true or false. Accordingly, the ban 
went beyond what was necessary to 
protect consumers from misleading 
advertising. 

The ban went too for because it 
applied to price comparisons which 
were not misleading and which 
were true and therefore useful in 
helping consumers exercise choice. 
An examination of other national 
laws showed the consumer could be 
informed and protected by means 
less restrictive of intra-Community 
trade. 

The German government also 
argued that the ban did not Infringe 
Rome Treaty rules because It had 
an inaignififant effect on the free 
movement of goods. The court said 
except where the effect on trade 
was hypothetical, the intensity of 
the effects on intra-Community 
trade was irrelevant 

C- 126/91: Yves Rocher GmbH, ECJ 
FC 18 May 1993. 


French restrictions on contact lens 
distribution upheld 

The court has ruled that French 
legal requirements that optical 
equipment can only be sold by qual- 
ified persons are precluded by the 
Rome Treaty. However, it said 
requirements that lenses should 
only be sold in business premises 
run by qualified opticians were jus- 
tified under the treaty's exception 
for Import restrictions resulting 
from national markotiug laws 
intended to protect public health. 

In the absence of EC rules on 
public health. Community countries 
can make their own rules provided 
they are In accord with the treaty 
and are proportionate to the objec- 
tive of protecting public health. 

0-271/92: Soci&tt Laboratoire de 
Prothises Oculaires v Union Nat- 
ionals des Syndicate, d 'Opticiens de 
France. ECJ 6CH. 25 May 1993 

BRICK COURT CHAMBERS, 
BRUSSELS. 


come of its introduction is less pre- 
dictable One lawyer speculated 
how the Guinness scandal might 
have been dealt with had there been 
formal plea-bargaining. How would 
Mi Gerald Runson. who received a 
one year jail sentence and a £5m 
fine for his rote, have responded if 
given the chance to negotiate at- an 
earlier stage? 

Guilty pleas from Mr Etonson and 
others convicted over Guinness 
would have avoided the long court 
proceedings that took place over 
some six years. On the other hand, 
how much room for manoeuvre 
would the judge and prosecutor 
have in such a case before the final 
deal was seen publicly as resulting 
in too lenient a punishment? 

The public appetite for such a 
pragmatic approach to the delivery 
of justice would have to be 
addressed. Safeguards to prevent 
the innocent being pressurised Into 
pleading guilty is the other main 
concern. 

Among defence solicitors in white 
collar crime, opinions vary on how 
great a danger this would present. 
According to Mr Anthony Burton, 
of Simons, Muirhead and Burton, 
such problems would be relatively 
easily dealt with in the case of the 
average fraud defendant. 

Usually intelligent, middle class 
and well-versed in the techniques of 
negotiation, most fraud defendants 
would be better able to cope with 
the pressures of bargaining, he 
believed. They would also have 
been in contact with their lawyers 
for longer than "blue collar” defen- 
dants and be surer of their advice. 

Mr Burton sees principled reasons 
for introducing plea bargaining. 
Any defendant should have the 
right to know whether or not he 
faces a jail term. But he does not 
think this will necessarily lead to 
the very early pleadings some pros- 
ecutors hope for. Defendants would 
still want to wait until the case 
against them was clear before 
starting to negotiate. 

Mr John Clitheroe, of London 
solicitors Kingsley Napley, foresees 
the introduction of formal plea bar- 
gaining resulting in a tremendous 
increase in the pressures on both 
defendants and their legal advisers. 

Any advice to plead guilty could 
only be given with considerable 
time and thought, particularly 
given the possibility that pleading 
guilty to a less serious charge could 
still result in loss of reputation or 
livelihood through disqualification. 

A business background and expe- 
rience of negotiation may have only 
limited value to the white collar 
defendant considering making a 
plea, he said. Unliku many burglars, 
it is likely to be their first encoun- 
ter with the criminal justice system. 

"There is nobody in the world 
who panics more than the City pro- 
fessional facing the prospect of 
going to jail,” he said. 


LEGAL BRIEFS 



Italy issues bank 
guidelines on 
laundering 

D etailed guidelines have 
been issued by the Bank 
of Italy to banks on the 
operation of a 1991 law aimed at 
preventing banking channels being 
used to launder money from 
serious crimes. The law puts banks 
under an obligation to report 
“suspicious" transactions carried 
out by their clients. According 
to Italian law firm, Carnelutti, 
the guidelines provide a list of 
unusual transactions which should 
put banks on the alert 
The list includes: transactions 
disproportionate in value to the 
financial standing of the client 
or to the nature of the transaction 
itself; transactions in cash for 
substantial amounts: frequent 
transfers of substantial amounts 
to or from abroad; frequent 
transactions on behalf of third 
parties who never appear; and 
refusal by clients to provide 
information when requested. 

Retrial in $lbn 
treasure case 

T be three-year battle in the 
US courts over the treasure 
of the SS Central America, 
which sank in 1857 180 miles off 
the South Carolina coast with $2m 
in Californian gold on board, is 
about to reach its climax following 
a refusal by the US Supreme Court 
to hear an appeal by the explorers. 
Columbus- America Discovery 
Group, who found the ship in 1987 
At the end of June, the US 
District Court in Norfolk, Virginia, 
will retry the case to determine 
the salvage award due to the 
explorers. Opposing them are 39 
Insurance companies awarded 
ownership of the wreck on the 
basis that they paid for the original 
loss - despite not producing 
policies or evidence of claims ot 
payment and not searching for 
tbe ship for 135 years. The treasure 
is now worth about SZbn. 


The offer of shares in Northern Ireland 


Electricity pic closes on Wednesday June 16th 


at 10am. 


June 16th 



If you haven't registered you can find out how to 


obtain a copy of the mini prospectus and 


application form by telephoning the N1E Share 


Information Office on 0232 232 232. 


Application forms must be posted so as to arrive by 


10am on Wednesday June 16th, 1993. 


Alternatively you can hand in your application form 


before dose of business on Tuesday June 15th, 


1 993 at the banks set out on the form. 



THE NORTHERN IRELAND ELECTRICITY 
SHARE OFFER 
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An extensive transportation/ 
infrastructure network 
New jersey's comprehensive system 
of roads, airports, ports and rail con- 
nections makes it easy to reach virtu- 
ally every foreign or domestic mar- 
ket We are investing billions ot 
doQareeachyearmourtranspor- > 
tation network, sewers, schools ^ 
and our beaches to improve 
our economy and quality 
of life. 


Tax structures 

New Jersey has the lowest corporate 
income taxes in the northeast 
region, no capital stock tax, no 
unincorporated business tax, nu 
business personal property tax, 
no commercial rent or . 
occupancy tax and 
no retail gross 
receipts tax. Per - 1 
sonal income! 
taxes are among 
the region's lowest' 5 





Proximity to major 
markets here and 
abroad 

New jersey offer* busi- 
nesses easy access to for- 
eign markets in Europe 
as well as lucrative 
domestic markets. In fact, over 
60 million consumers — a foil 
■ 1-ii 28% of the nation's buying 
powa - - are located within a 
250-mile radius. 


A pro business state 
government 

New jersey offers a wide range of 
firundal and technical assistance 
programs to businesses of all 
sixes. The “Report Card on the 

States' 1 from the Corporation 
for Enterprise Development 
ranked New Jersey in the 
up three for pio- 

motingbusness ex- 
pansion and tbe top 
four for govern- 
ment programs to 
boost businix- oe 
(Joj, toa.it. We can 
neip you cut red tape and expedite 
the permitting process. 


One of the nation 'smost 
educated and highly 
skilled workforces 
New Jersey is home to 4 
million skilled workers. Our 
impressive research and 
development capabilities give 
us the highest proportional concen- 
tration of scientific research 
brainpower in any state. And we 
recently launched the “Workforce 
Development Partnership,” one of the 
most comprehen- 
sive worker educa- 
tion and training 
programs in the 
nation. 




Put it all to work for you 
To find out how the Garden State 
can help your business 
grow, call die 
Department of 
Commerce and 
Economic 
Development 
at 





New Jersey Department of Commerce and Economic Development 


Barbara McConnell 
Commissioner 


Jim Florio 
Governor 


Division of Economic Development* Division of International Trade 


Division of Travel and Tourism*Eamocnk Development Audwrity’Uitwnfotapr^ 

Commisskfli on Science and Technology • Cutnmisaun on Motion Picture and Television 
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MANAGEMENT: THE GROWING BUSINESS 






In search of funding 


— In a — 

Nutshell 


A longstanding wish of 
many small business lob- 
byists is the creation of a 
government-backed fund to 
provide low-cost, long-term loans to 
small businesses, writes Charles 
Batchelor. 

But cheap-rate finance may not 
be in such short supply in the UK 
as is often supposed, according to a 
survey* by Kingston University's 
Small Business Research Centre. It 
has identified no fewer than 63 loan 
schemes in England, some national 
but most of them operating locally 
or regionally. 

These schemes offer as little as 
£500 rising to Elm. though most 
cater for businesses seeking up to 
Eiu.000 to finance start-up or further 
growth. Most have repayment "holi- 
days". often of sin months, and 
many offer training and other sup- 
port alongside hard cash. 

The most common characteristic 
of these schemes is that they usu- 
ally back businesses which would 
have difficulties obtaining finance 
from conventional sources. Many 
owners do not have track records or 
cannot offer security. 

The schemes often have a social 
purpose as well, helping unem- 
ployed people in inner cities or busi- 
nesses in areas of industrial decline. 
Most involve a public sector or non- 
profit organisation (inking up with 
a private sector source. 

Backers include the banks, nota- 
bly Midland, large private sector 
businesses such as Shell, local 
authorities, enterprise agencies. 
City livery companies such as the 
Mercers and organisations such as 
the Royal British Legion, which 
helps ex-service people. 

Some organisations run a number 
of schemes for different target com- 
panies. such as Northern Enterprise 
in Newcastle upon Tyne which has 
two. London Enterprise Agency 
which has four and Enterprise 
Lewisham, in south-east London, 
which has two. 

What the directory' does not show 
is how effective soft loans are as a 
way of helping small firms start or 
expand, though the researchers 
have identified weaknesses in the 
marketing of the loan schemes. Nor, 
in cases where there are several 
sponsors for a fund, do they always 
work smoothly together. 

These and other issues are to be 
the subject of further research. If 
this demonstrates that soft loan 
funds are a way of promoting small 
enterprise then the government 
may have to rethink its policies, the 
researchers say. 

*A Directory of Soft Loan Schemes 


Warning to young 
entrepreneurs 


T-shirt printing and car valeting 
services should be avoided by- 
young people starting their own 
business, according to a survey 
by the Prince’s Youth Business 
Trust in the West Midlands. 

Jewellery making, floristry 
anti horticulture are more 
rewarding sectors, according 
to the trust, wliich helps 
disadvantaged lS-25-year-olds 
into business. Only 17 per cent 
of T-shirt printers and 20 per 
cent of car valeting businesses 
backed by the trust have 
survived. But all the florists and 
horticulturists it backed and 
78 per cent of jewellery makers 
are still in business. 

PYBT. 5 Cleveland Place. London 
SWIYMJ. 


The Smart way to 
gain a grant 


A record 1.450 businesses have 
applied for 180 UK Small Firms 
Merit Awards for Research and 
Twhnulogy i Smart Awards), 
reinforcing calls for more funds 
to be made available to expand 
the scheme. 

The Smart initiative offers 
grants nl up to £45,000 to help 
husi nesses employing fewer than 
■in people to develop innovative 
technology. The winners, who 
will be announced at the end 
of July, may then apply for a 
stage two award of lip to £80,000. 


Contact Department of Trade 
and Industry. Tel: 07 1 215 5000. 


Increased support 
for the 3i club 


The.'ii Communication Club, 
established to represent the 
views of dissatisfied companies 
In the Investment portfolio of 
Britain’s largest venture capital 
group, has signed up over 250 
members or about 10 per cent 
of smaller businesses with 
equity backing fi-om 3i. Tliis 
level of membership indicates 
there is enough interest for the 
dub to continue its activities. 


FT writers look at local finance 
schemes providing small 
amounts of money 


How UK companies raise finance 


Mean % share by source of finance 


Other sources 


Other private individuate 


PartneraAyoiWng shareholders 7.6% 


Custonwra/’supptters jjjt 


Factoring 




Hire purchase/toasing 16% 






WM 
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Source: The State of British Enterprise, Cambridge Umvecaty SmaS Business Research Centre 


for Small Businesses in England. 
Martina Klett, Small Business 
Research Centre. Kingston Univer- 
sity. Kingston Hill Surrey KT2 VLB. 
Tel: 081 5 47 7247. 59 pages £25 m 
p&p. 


Innovative approach 

Spider Systems, an Edinburgh com- 
pany which manufactures computer 
networking equipment, is using an 
unusual type of grant to develop a 
new telecommunications product 
range, writes James Buxton. 

It is receiving £250.000 from 
Lothian and Edinburgh Enterprise 
Ltd (LEEL). the local enterprise 
company, and will repay it over 
three years through royalties on 
products sold. LEEL says the fund- 
ing Instrument, which it calls a par- 
ticipatory grant, is innovative but 
does not claim it is unique. It is 
disbursing a total of £750,000 in par- 
ticipatory grants this year, mainly 
to high-tech companies for product 
development. 

"We believe product development 
is crucial to the future or the area," 
says Geoff Strachan of LEEL, U but 
companies usually fund it out of 
profits which have been hit by 
recession.” He says that LEEL has 
to have close links with the compa- 
nies to which it provides participa- 


tory grants. 

LEEL expects to make a rate of 
return on the grants which is mid- 
way between that on a loan (10-15 
per cent) and an equity stake (40 
per cent). 

A cap applies on the value of 
products sold, above which Spider 
will not have to make royalty pay- 
ments. In the event that Spider does 
not sell any of the products to 
which the participatory grant 
applies, it will not have to repay 
LEEL. Spider will enter the funding 
in its books as grant, not a loan. 

Spider, a 10-year-old company, 
now has sales of almost £20m and is 
using the participatory grant to 
help fund a Elm programme to 
develop a new range of telecommu- 
nications products. It says it is the 
only European company of its kind 
in a market dominated by US con- 
cerns. 

Spider, which employs 250 people 
in Scotland. Berkshire and abroad, 
is also receiving a £150.000 grant 
from the Department of Trade and 
Industry and win fund the rest of 
the Elm project from its resources. 


lands is any guide to a national 
pattern. Across the region, plans for 
funds, trusts and hanks proliferate, 
writes Paul Cheese right 

The emphasis is the provision of 
loan finance for the business winch 
cannot obtain funds from either its 
bank or a venture capital company. 
This is an area where £5JN0, not 
£50,000. may be the bridge between 
success and failure. 

In the Black Country, Walsall 
Enterprise Agency is close to final- 
ising the details of a £400,000 revolv- 
ing loan fund, while in central Bir- 
mingham, the Aston Commission 
has produced a business plan for an 
Investment trust based on two com- 
panies. One would lend, while the 
other would guarantee the loans; 
the longer term hope is the develop- 
ment of a community bank. 

In Coventry, the city council is 
examining the feasibility of an 
investment trust. In Worcester, 
David Hallmark, a solicitor and 
Philip Paxton, divisional manager 
of Midlands Electricity and a direc- 
tor of the local training and enter- 
prise council, hope to create a local 
funding partnership to finance a 
city project. The aim of these initia- 
tives is to foster local economic 
development rather than to provide 
handsome returns to shareholders. 

There is little desire to vie with 
established financial institutions. 
“Our particular initiative.” says Pat 
Conaty. development director of 
Aston Commission, “is not to com- 
pete with the banks but to cope 
with a funding gap where bank 
branches have closed.” Indeed, the 
new funds look to the institutions 
for financial backing. The Aston 
Commission devised its proposals in 
co-operation with Co-operative 
Bank. The Walsall Enterprise Agen- 
cy's basic funding will come from 
an unnamed finance house. 


Easing the 
reporting burden 


Alternative loans 


The range of local financing initia- 
tives for small businesses is set to 
grow if activity in the West Mid- 


T he ability to offer loans to 
companies which do not have 
the security which the clear- 
ing b anks d emand as a matter of 
course, is only possible if the 
scheme organisers have a backing 
which goes beyond the initial capi- 
tal funding. Aston Commission 
studies show that the risk of a small 
business loan failure is 40 per cent 
against a six per cent chance of 
failure on housing loans. Thus the 
Aston plan depends in part on win- 
ning large company support for 
loan guarantees. And the Walsall 
scheme, which aims to offer loans 
at two percentage points under the 
base rate, hopes to win the backing 
of City Challenge funds, aimed at 
urban regeneration. 


T he small company audit 
has been the focus of a 
great deal of attention in 
recent months. The government's 
drive against red tape has given 
urgency to a long-running 
discussion of the merits of the 
small firms audit and the 
government has proposed 
exempting businesses with 
turnover of less than £37,600. 

This concentration on the audit 
has overshadowed the 
introduction of changes in the 
: reporting requirements for small 
and medium-sized companies 
which could also reduce the 
bureaucratic burden. 

A statutory instrument which 
cans into force last November 
pe rmi t s for the first time a 
reduction in the amount of 
information which has to be 
presented to shareholders and 
the outside world. 

Statutory instrument (SI) 2452 
- fuff title The Companies Act 
1935 (Accounts of Small and 
Medium-Sized Enterprises and 
Publication of Accounts in Ecus) 
Regulations 1992 - came Into force 
seven months ago. Few companies 
have been aware of it as a 
reporting option but it is 
hem ming more widely known. 

Small and medium-sized 
companies have been able to file 
abbreviated accounts (initially 
called modified accounts) with 
Companies- House since 1981 but 
they have still been required to 
provide full accounts to 
shareholders. Abbreviated 
accounts had benefits in terms 
of confidentiality but increased 
the accounting burden because 
they were in addition to the full 
accounts and not a replacement 
for them. 

By contrast, accounts prepared 
under SI 2452 may replace full 
accounts and, while the reduction 
in the reporting requirement is 
only modest, may represent an 
attractive option to some 
companies. So says Ray Mayes, 
a partner at accountants 
Buzzacott and author of a new 
guidebook* to small and 
medium-sized company accounts. 

Accounts prepared under the 
SI 2452 rules - they have yet to 
acquire a more convenient label 
though "exempt accounts” has 
been suggested - comprise 
simplified versions of the full 
directors' report balance sheet 
and notes to the accounts. 


The directors’ report may 

dispense with about a dozen 
clauses including those requiring 
“a fair review of the development 
of the business", details of 
changes of asset values and of 
important post-balance sheet 
events. 

The balance sheet may group 
items which must be reported 
separately in the full accounts. 
Exempt accounts require only 
that goodwill and "other 
intangible assets" be reported 
while full accounts require 
development costs, patents and 
other similar rights and goodwill 
to be reported separately. 

Companies making use of the 
exemptions may also omit notes 
to the accounts covering taxation 
provisions, a detailed product and 
geographical breakdown of 
turnover and information on 
directors' earnings. 

In addition to easing reporting 
requirements SI 2452 also raised 
the thresholds for companies 
qualifying as small or 
medium-sized. It increased the 
turnover limit for "small" from 
£2m to £2£m. and for “medium" 
from £8m to £li.2m, letting a 
further 13,000 companies through 
the net. Reflecting its origins in 
a European directive, the new 
rules also allow accounts to be 
drawn up in ecus. 

Some accountants fear the new 
rules will merely complicate 
matters by adding a new reporting 
level to the existing full and 
abbreviated accounts. “They will 
bed down over time but at first 
sight they only pay lip service 
to easier reporting.” says Alistair 
Rose, a partner at accountants 
Coopers & Lybrand "They will 
represent a fairly minimal saving 
in cost and time.” 

But others welcome them as 
a first, if modest, reduction in 
the reporting burden on smaller 
firms. "A well-managed company 
would have tbe information in 
its management accounts 
anyway,” says Mayes. "But this 
saves the need to convert them 
into a form suitable for statutory 
disclosure." 

* Preparing Company Accounts. ' 
Practical Guidelines far Small and 
Medium-Sized Companies. 
Accountancy Books. PO Bax 620. 
Central Milton Keynes. MK92JX 
130 pages. £29.95. 


Charles Batchelor 


BUSINESS OPPORTUNITIES 


READERS ARE RECOMMSIDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTBONQ INTO COMMITMENTS 


BUSINESS 

SERVICES 


BUSINESS 


HIGHLY SUCCESSFUL MANUFACTURING COMPANY IN LBSURE INDUSTRY 
N.W. based, with full order books, own range of Branded goods, sold throughout Europe, 
seeks merger/reverse wttti U.S.M or hiiy fated company, company's own track record » 
acceptable for kB Itsttng. 

Turnover OV94C2J maloti est Pre-Tax Praflt 93/94 £0.5 mdlonesi. Nen Assets 31/5T93 
£250,000». Nett Cash 31/5/93 £100,000+. 

The company has naoveKkaft, no loans. 

Interested parties please reply to tha Bret Instance Ka: Box Bi 166. Financial Times. One 
Southward Bridge, London SEi SHL. 


AUCTION HOUSE 
CENTRAL LONDON 


Secki. expansion from single 
collectables base inio broader 
collectable, or portable items. Outright 
purchase considered. World famous 
name, uell located auction mom with 
offices available. AU replies treated in 
the Mricica confidence. 


IMPORTATION & SALES: PACKAGING-PAPER & PLASTIC PRODUCTS 


Write lo Box Bl Wi Financial Times. 
One Southwark Bridge. 
London SEI y HL 


We are a group of companies engaged in ite importation and sales of packaging 
materials - paper and plastic products afrned at trie converting industry. We sefl in trie 
region of £25 iriion waft of materials on agency and own account basis. 

We seek to develop and improve the profitabffty of our operafipns. We envisage an 
opportunity tor mergsr/acqiristttan to aditove economise of scale 
and improve proftaMfty. 

RepteaaiconBdencata BaxNa 81 184, 
financed Timas, Ons Sauttmmk Bridge, London SEI SHL 



BUSINESS PROBLEMS 

Pressure on Company Rnances 
Most problems can be solved 
provided action is taken quickly 


SINGLE FINANCIAL 
PARTNER REQUIRED. 


Plastics macfwery New designs, 
proven ready to market. 
World wide epowth potential. 


HARLEY STREET BUSINESS CENTRE. 
Fully serviced offices, business address, 
boardroom. a 0 secretarial seivws plus bee 
telephone and message tailing ter f urth e r 
ctetufc. Phans: 071 6375503. 


Don't delay - Take action today 
Funds available 
Call for confidential advice 
Tet 071 794 3211 
Fax 071 253 6664 


Apply in con fi dence to Box Bl 138. 
Fnanctanimes. One Southwan Bridge. 
London SEI SHL 


YOUR HAILING, ADDRESS m London 
Paris. Berlin, Frankfurt. Madrid and 70 
othsr top locations worldwide. Call 
Hague on 071 S72 5500 


HAD IT? LOST FT? WANT IT? Need B 
second Income? Serious opportunity. 
0863 741877 (24hrs) 


O»:m.so:i t'iiv Council is currently reviewing various options 
rcyiirdinL' the future o|vratiun and development of this Award 
Winning Marina facility which is situated at the heart of the 
Cilv's prestigious Maritime Quarter. 




GREETINGS 


Leiding pahluhci at giccliag canlx ibJ 
raionmr pnxfeu* b m tkcrag dr Hjppty 
jpd umbos of ih utioul icoil base on a 
hasfo. 


INVESTMENT 

OPPORTUNITY 


AGENT 


LvpresMons of imeresi are invited from individuals, companies 
nr ■■r":iriisniions with a proven and successful track record in 
Marina nporaiion and/nr management for this established 350 
Nmlt Marina on the South Wales Coast, which has great 
|»ucii(kiI for expansion and development. 


t-'im |>reliiniiMr> discussion .m,| tunlier intomiuiiun. telephone 
Nisei Comte. AwMiini City Fsi.ue Agent mi U7*>2 3O230N 


Outstanding business start-up 
opportunity requires finance 
drea JM ,000,000 (lundfaig can be 
syndicated). Principals onfy reply 
In writing to Box number Bl 194, 
Financial Times, One Southwark 
Bridge, London SEt SHL 


Written expression- nl' interest should hr iimv.vderi to; 
Mr N A Curnie. Assist unt City Kstufe Agent 
Swansea t'itj Council. The Guild hnJL Swansea. SAI 4PK 


This adweraswTMS has been approved 
by a Inn auhofeed by Tha inaiuto at 
Oatered Aonuitanls h En tfmdand 
WMas to caiy ai twesment business. 


required in each country throughout 
the world to launch a new concept in 
the packaging/greeting card industry. 
To be responsible for all enquiries 
from carton and box manufacturers. 
Substantial rewards and ongoing 
my allies for the minimum outlay. 

Must have experience in the 
packaging industry. 

Please contact Ref: CTS, 

Canl Box Ltd Tel 0992 523882 
or Fax: 0992 523842 


Puumial ifishboteK should km successful 
track rand is rowing a business and £500)0 

wafcstgcapoji. 


YOUR BRANCH OFFICE IN GERMANY: 
mad, tax. telex fansanirg. telephone and 
secretarial services at US S 300 monrn 
TOP Office Service GmbH. Essen Tet -W- 
201 -788811, Far *49-301-768502 


BUSINESS SERVICES 


ZURICH, Your Secretarial servi res 1SC&. 
P.0 Box 137, 8036 Zuricn iSttitzsrlacc] . 


REACH GLOBAL TRADE MARKETS 


BUSINESSES 
FOR SALE 


Yds at offered aa ofpanow to paradpa* in 
j genuine business wtth sbdsuo U el income 


TEL: 061 488 4469 


EX UVUNTERNATgOi 

. of Exporters/fmporteri, and , 


Sentja 


ESSEX COMPANY 


LEADING TRAVEL 
INDUSTRY COMPANY 


seeks investment to a minimum of 


£500,000 for expansion opportunity. 


Principals only write 10 Box Bl 169. 
Financial Times, One Southwark 
Bridge, London SEI 9HL 


Over 50,000 copies published arid circulate^ in over\ 
.. 100 countries. Direct {tailing to 10,000 majori firms all 
^'^overHie world seeking to Impok/Exporf, Irtve&t—"' 
^^~7~qncLenter Joint Venhirjey etc. T 

j ; r I \ 

Fo j FREE details on advertising in EX1M International, Inc, 


Fur sale as a proD table and ih riving 
business in the Double Gluing 
/cladding, facias, soffits * gunering 
field T/O E40UK+ wilh excellent 
profit and sojpc 

PRINCIPALS ONLYPLEASE APPLY 


Hie Directory co itact: 5901 Montrose IW 

Rockville, MD. 20852 


INTER TRADE 
Rdcbfiml House. 

35 Rochfurd Road CM ’ UEF 
Telephone U34S 33 3 i*iu anytime 




Swansea 


Property Investment 


rSLVNUFACTURIN G LICENCE 
UK/E UROPE/ST ATES 
CAJRPET-EPOLSTERY DRY CLEANING 
COMPOUND 

FORMULA i EQUIPMENT 
£285K + ROYALTY 


This in a growth industry with very high 

Returns: Market Reaeaixh shows Airlines, Hotels, Cineraas/Ttieatres, 
Auto Vniot Services, Shop & Office cleaning Contractors, to be the 
volume market. A franchise operation to cover the Domestic market is 
a must. 

This Product: minimises disruption dae to it being a truly dry 
system. IL also completely, die infects, does not stretch or shrink 
carpeting and will definitely extend the useful life span of a carpet, it 
muy (lisa to an extent renovate carpeting that has been subjected to 
steam denning or other aqueous cleaning processes. 


For further details please 
phone or fax: UK 0433 724646 or 0932 341202 


Freehold for sale of a modern 
commercial agricultural property, 
showing an annual return of 
approx. £170,000. Currently let 
to an excellent tenant - review 
^ in 4 years. 

Principals only. 

Write ru Box BI 155, Financial Times, 
One Southwark Bridge. London SEI 9HL 


MARKETING CONSULTANCY 
Well established management 
consultancy practice seeks 
integration with specialist marketing 
consultancy whereby the resulting 
synergy will be io the benefit of 
both parties. j 

Wrist to Bax No. BUSS, Financial Times, , 
Oik Southwark Bridge. London SEI 9HL ' 


PRODUCTS WANTED 


We are seeking to establish links 
with manufacturers, importers, and 
agents of security products and 
health and safety products. 



PORTUGAL (Lisbon) 


^1 UK & Offshore Company Specialists 


Analytical and scientific 
instrumentation distributin' IW1 
Sale:, USS5.Jmm 
Pretax US5U.4mm Empl. 23 
Net assets U5S0.5mm 


Please reply to Bax No. BII62 
Financial Times, One S out hwark Bridge. 
London SEI 9HL 


■■msihi -ith r 

rn r ntrJfn*.,, NM/ISrK 


COMMISSION ONLY 
SALES MANAGER 
REQUIRED 


Swiss manufacturer of warer jel 
cutting systems and high pressure 
pumps (4U00 bar] is searching for a 
distributor lor dw UK and/or Ireland. 
Contact: 

Mr Meyer, Universal Dotting 
14 Cffae Road. 

Esher, Surrey KTI6 8PS 

Tel: 0372469309 


Based at Cob ham, Surtcy. 
Large earnings expected 


Call Linda: 0932 860 600 


BANKRUPTCY? 

THB=E AflE FULLY LBGFL ALTg'NA'TTVBS 
F YOU NEH3 THE ANSWERS THAT 
WTU. SOLVE YOUR DEBT PROBLEMS 
PLEASE PHONE US. WE CAN HELP 

KING & CO [est. 1979! 

PERSONAL A BUSINESS INSOLVENCY 
CONSULTANTS 


m * tn+U/ imlfSfw 

Ial4rfi*f ninif^A-rt i/fer ul£* I A 

«*»W Iwltw, iAvli/i .tputfr J* 

<n+ r*HU , i lit .1. nT'fiiq-ifr > ftrtrf 
U.’/vtorrAtfiir 
s *|rr |fcr ijif * tool HfTnr 
nit./ th- i*i* ii mtfmne 

■ nmiMriili Ai n iun.1 i/to- ■ 

itWohlmu fv«W 
irrtfcorhni^^Mfi# 

« hnsodkwcv * fieortfoss 


* UK LTD £84.95 • 


Write to Box Bl UK. Fiiuuviil Times 
One Souihwark Bridge, London SEI NHL 


0663 765797 (M0 sm - 9 j 00 pm) 


FOR SALE 

Equipment. Leasing Company 

Established company with good 
management and generating pit. fils. 
Effective business connections lu jbslm 
new business ai accejiiabie yield-,. 
Principals only please u\ 

But B1171. Financial Time*, 

One Suubwaiic BnJge. L notion SF I -<HL 


Glorious South Devon 


PRACTICAL MANAGEMENT AND 
mark eting input and assistance 
WITH RAISING FINANCE 


Scandinavian Lodges Is beautiful wooded 
valley. Fran £44jOUU. CG.T. ruU-over relief. 
Guaranteed 10% net leiarns. Full 
maoageineiiL Indoor pool £ many fad lilies. 


available hum oqMienced itbvcKn 
ta runm Pursoeosi fee or equity. 


Would mb „ qan up. a company pn 
expand or o management boy i 


WKM. WOOD.RISHOPSTWG.vrON 
DEVON TQU '/I N 
I i'blh 77 h<)SS FAX 0620 776505 


CAPITAL REQUIRED? 


Private wvesrrcn ««th ptopstty 
DffHBBecE seas snwTrac stake « 

ASSET BASED PWVATE OR PUBLIC 
COHPANV - LOM TERM COWOTMSrt WITH 
P0690LE COMPUWEMTAHr MAHftOnteWT 

AW Fmanoal nSSOUACnO. WRITE Box 
NO. S1 187, FtaANCUL Taxes, One 
SOUTHVAFkBNDDB L0W0N $E1 QHL 


Ft =ephg?;e rjKj C3-:o 


WORLDWIDE FINANCING 
Europe - So. America - 
Asia -Africa 


Opportunity 


Ptnai VTtrr to Eoj \a. BII76. 
Flaamrtml Tima, OneSamtnnrk Bridge, 
London SEI 9HL 


* Venture Capital 

* Commercial Real Estate 

* Business Loans 

* Pro)ect Financing 
■ Lettere o( Credit 

* Prime Bank Notes 


EDWARD F. GIBSON LTD. 
Business & MrkTg Consultants 
212-286-6064 Telephone 
212*286*6007 Fax 
BROKERS WELCOME 


for the sale or merger and/or 
participation In the design and 
development of a 65 acre 
Garden/Retail Centre on a prime 
site near the M4 at Reading. 
Excellent possibilities for 
considerable retail income. Pun 
planning consent obtained. 

Please apply for full financial 
details to: 

Bos Bl 131. FiieuKiaJ Time*, 

One SuidlmaiV Bridge, London SHI *t!IL 


CHANNEL ISLANDS 

Offtbore Company Formation 
and Administration. Also Liberia. 
Panama & BV1 etc Total offshore 
facilities and services. 


Management Buy-Out 
What is your company worth? 

PC spreadsheet valuation model, as used 
by venture capitalists, £49.95 + VAT. 


For further details contact. . 
BIAS (London) Ltd. 

29 Grosuenor Street, London W|.\9FE 
Tel: 071-9179711 Fax: 071-9176002 


VmoiN Tmbebland-Chile 
420,000 ace. coastal hardwoods 

timber land. Development Oppty 
in lumber, cattle, aqua-culture 
& tourism. Owner motivated, 
2007 East Redwood Drive, 
Glendora, CA 91740. 
Fax: (SIS) 687-0604 


'LOOKING FOR centrally 
located business address nearby 
Frankfurt airport? WE CAN 
HELP! Not only by providing 
yon with the necessary address 
but also with the complete range 
of office services and much more 
- if required. 

Call or fax us: 1 

Tet 49-4105 24044 
Fax: 49-6105 25395" 


flteiitl Business services 
ktresiari across the Former 


Soviet Union. 


Call 0794 518920 for details 
■ company formation * property ■ 


passenger boat 
, business 

i 5? l,r Swi'hera Scotland 

Lnog eaahlobed. very profitable k&inc^ 
AvaiUbtc uni) due tu icuicmcm 
LARGE MODERN VESSEL 
Bui) louruj am 
for expu&fcia 

Offers arosnd fJSB.OBO 
H’nifr io Bar ,V«. Bne- 1 , 
Financial Times. One Saadnearit Bridet. 
London SEI OIIL 


• international trade 1 


’NO DEAL NO FEE’ 

Company Sales & Acquisitions 
Absolute Confidentiality. 


Computer Distribution and 
Service business for sale. 
Excellent products A Customer base 
with tremendous opportunity for 


Fur tfetiib and appointment write 
. FlP! Ltd- Brimow House, 
2-4 Beliwn 1 Rd. St ! Edkr. Jenev. Ct. 
Tet: ttfW 787?a. Fii OSJ4 JMOI 
n«*l l «227COrORM c 


BSNELUJWbtUsti FCa res. HolVBslg Bards, 
a*P1e Mr. wtelates tai Mon. Cons.. U&A 
work. Branch Sst-up, Import-Export. 
PsitfFul firm. Fax 01032 3415 -OM 4 . 


SPIRTS TRADE CHALLENGE. A growtag 
private company in the distiiiod saints 
trade is looking tor an individual with 
International sales and marketing 
experience, 10 further develop piofltabia 
sales of te products. Please reply m stria 
confidence lo Box 01165. Financial 
Times. One Boumwarfc Budge, London 
SEi 9HL 


SHALL UK COMPANY IMPORTING 
from the For East Is having growth 
trustrated fay limited hinds. We wish to 
convert potential Into business end to 
exploit opportunities In Chins etc. 
Have established office in Far East. 
Will consider any serious business 
proposal Write io Box B11BO. Financial 
Times. One Southwark Bridge. London 
SEi SHL 


TRY IT: D(a i 0336 41 6 010 

ON YOUR FAX HANDSET 
Or Call: 0373 832656 

-t>is 


EURO-PACIFIC LTD. 
Stable House, 

White Waltham, 
Maidenhead, Berks SLd 3RU 
Tel/Fax. 0628-822694 


Menu reply to Box Bl ( 61 . 
Financial Times. 

One Soulhhiui Bridge, London SF.I 9HI. 


WEST HDLANDS LUXURY HEALTH CLIip i 


YOUR OFHCE M LONDON From 76p a day. 
Aeeomtftf Ans/TWFaxAttl Bat eta Office 
Bat Tet on 436 OTG6 Foe 071 S60 37SS 


HECHA BUYING - WORLDWIDE, For a 
orochure on our wst-effectivo mM | a 
pternmg & buying service Tt* Oat 8829137 


aaaarjsS 

P™*^Witeio Boh Bi 187. Financial 
g™- One Soulhvrart Bnage. UrXtoS 
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BUSINESSES FOR SALE 


Manufacturer of Plastic 
Food Containers 

The assets of a manufacturer of rraiti^ plastic conlainfire 
for the food industry are being offered for sale. 

The principal asset is a manufacturing fadfty, purpose built 
to food industry standards on a greenfield site dose to the 
motorway networt. 

• Building one: Approximately 96,000 square feet, mcJudSng 
9,000 square feet of offices and meeting rooms, 

• Bwkfing two: Approximately 1 3,200 square feet, inducing 
4,500 square fed of offices and meeting rooms. 

• Wtiex ax-edruder multi-layer extrusion system. 

• PECO hamflmg system. 

• Four Iftg 70k and one Bfig 50k thermofomiing machines. 

• Van Dam 6 colour printing machine. 

• Extensive range of ancillary equipment 

For further information piease contact Lbdit Wa^e or 
Simon Pooler, Price WatartwHise Corporate finance, 
York House, York Street; Manchester M2 4WS. 

Yet 061-228 654L Fax 061-823 1468. 

Price Whterhouse O 


On th* Intimetiom. of the Jolmt AdmimletnO** Kwcefotrs S 8 K Baoeeck FCA 
ami P K Batthoia PCA ofPritm WatrnhoBte re Ctailm Hotrlm (UK) LixnUmt 

ROWTON CASTLE HOTEL 

nr Shrewsbury, Shropshire 



Grade II* listed castle believed to date from 1896, 
currently trading as an hotel 

19 Letting Bedrooms a Conference Rooms 
Restaurant and Bar a Good Staff Accommodation 
Offers are invited for the freehold interest 


LONDON 

071629 8171 


, Knitfht Frank 
ZZ & Ruilev 


'Jit Hanover Siinari 1 
J tuition H'l R 


CARE CENTRE 

South West 

1 Purpose built (2 years) 

■ Registration approaching 100 
’ Large majority single en suite 
1 6 month figures £609,669 
—High net profit 

100% occupancy on inspection 
Set in 2.5 acres 
Quality inventory 

Ref. 32/79388 

FREEHOLD £2,825,000 

Contact: John Crocker 

0392 59371 


CHRISTIE &. C2 



Gwent Technical 
Mouldings Ltd. 

Tha Joint Administrative Receivers otter for sale the 
business and assets of Gwen! Technical Mouldings Lid, 
a producer ol low to medium volume special®! polyur- 
ethane mouldings from resin moulds and Including 
product finishing. 

Principal features include 

■ Nche marital based on process advantage 

■ Established customer base 

■ In house mould and pattern making (aohiies. 

■ Leasehold/rented premises of approximately &500 sq ft 
at two locations in Cwmbran and Btalna. Gwent. 

For further miormauoo contact the Joint Administrative 
Receiver, Barry Mitchen, KPMG Peat Marwick. Marlborough 
House. FUzalan Court. Fitzaian Road, Cardiff CF2 1TE 
Tet 0222 468000 Fax 0222 468302/203. 

Corporate Recovery 


3 U Si NESS 
SiRviCs: 


V. OH S-.'w 

!f'+ 


Graykam Limited 

(In Administrative Receivership) 

Hie opportunity has arisen to purchase the business and 
assets of Graykam Limited. 

Hie principal features of the business are:- 

• Design, manufacture, installation and commisstonir^ of 
automated production and process lines 

• Diagnostic Software Products 

• Blue Chip customers 

• Skilled workforce 

• Leasehold premises in Dartford, Speke, Liverpool 

• Oierseas subsidiaries in Belgium, Germany and USA 

• Turnover £8.5 mifon 

For further information contact 
Michael Gercke, Price Waterhouse, Bridge Gate, 
55/57 Ugh Street Redflt Surrey RH1 1RX . 

Tet 0737 766300. 

Fax 0737 779542. 

Price Waterhouse 


WILLIAM 


HILLARY 


SOUTH COAST - HAYUNG ISLAND 

CARAVAN PARKS 
RETIREMENT SALE 


422 FULLY SERVICED PITCHES, 20 VAN HIRE FLEET 
CLUB AND AMENITY BUILDINGS 
38 ACRES OF ADJOINING LAND 



AMAILA8l£ IN ADDITION OR SBWMTB.V' WITHIM I MJLEOFMAJNMRK 

33 FULLY SERVICED PITCHES, 
PLANNING CONSENT FOR WARDEN VAN 

FuQ doted* from sola soiling agents 
WHUAM HILARY & COMPANY 

CIOSE GATE HOUSE, 47 HIGH SIREEt SAUSBURY, WILTS 5PT 2QF 

TEL: 0722 327101 FAX: 0722 41 1 803 


LEISURE AND HOTELS 


S3 


ro*v 



■r*-V ♦ j\‘ 

t* 


FOR SALE 

PLASTIC INJECTION MOULDING GROUP 

1. Turnover circa £5 million. 

2. 5 Year average adjusted profit circa £360,000 p-a. 

3. Properties including 3.0 acre site. Value circa £13 million. 

4. Other net assets circa £0.75 million. 

5. Price £3.75 million. 

Initial enquiries in writing by principals only or agents with 
named principals to:- 

Box No. A4743, Financial Tones, 

One Southwark Bridge, London SE] 9HL 


FOR SALE 


Fork lift sales, service and hire company. 
Medium sized hire fleet , several large 
service contracts. South Midlands area. 
Offers invited. 

Please write to C J Brooks, 
Rabjohns, 1, 2, 3, & 4. College Yard, 
Worcester, WR1 2LB. 



BS« 



WEST YORKSHIRE 
EXCEPTIONAL CARE HOME 


25 Registered (17 Singles) 
Run by manag ement 
Passenger lift (4 person) 
No upgrading required 
Shows £131,000 net profit 


100% occupancy 
Excellent location 
Freehold £675,000 
Tel: 0422 330635 
Ref. RH2305 


For Sale 

ONSHORE FISH PROCESSING PLANT 


in Uruguay, South America, 
completely equipped with freezing and cold storage 
plus 2 MODERN STEEL STERN TRAWLERS classified 
and frilly equipped including fishing permits. 

ALL DM OPERATION 

For further details: Fax USA: (201) 3858154 


A FLEXIBLE PACKAGING COMPANY 



franchise operation for sale 

We are an outstanding licence operation, with an established national network of 

licensees. ’ 

Successful company owning flag ship s* 1 ®*. P 1 *® " licensees 

Licensees exploiting an already lucrative retailing market with strong grewth pttennsL 

Enquiries «e invited for the purchase of the whole business valued in the region of 

£350.000. 

please contact Box B1189. Financial Tinea. 

One Southwark Bridge, London SEI 9HL 


Niche business, balanced customer 
hat, good market share. 

Highly profitable, strongly cash 
generative, sound growth prospects. ■ 

Parent Group wishes to divest this 
£2m turnover business to 
k concentrate on core activities. 


Preference will be given to serious 
buyers able to demonstrate 
flmding capability already in place. 

Principals only. Please write in 
the first instance to Bor No. 
B1183, Financial Times, 

One Southwark Bridge, 
London SEI 9HL A 



FOR SALE 

PROFITABLE PRODUCER OF RUBBER MOULDINGS FOR ELECTRONICS 
T/0£5WJM + 

Impending retirement means this WgWy proBuUo company in Wsf of 
«l* Future prospects good based on excellent 

market. Well spread customer Gs and growing export sales. Good balance sheet and 
no cash problems. 



H&V Controls Company 
based West Count™ for bale. 
All devbjOpwent work 
COMPLETED, OWN BlflLOHC, 
BS5750 HMMENT- TURNOVER 
1 £250K, EXCEU4NT TEAM « PLACE, 
GENUINE BIQUnBS OMLYTft- 

Mr a M. Gibson. TTw Gables, 

Qonalslpn Lana, Hoverlngham, 
Nottinghamshire. NG147.W 


SALE/MERGER/ 
ACQUISITION 

- Established west country based 
publisher of greeting cards and 
associated products with outstanding 
artistic property. 

. Turnover £500K ♦ and profitable. 

- Seeks either outright sak or merger/ 
acquisition of a eompatibie business. 

Principals <mfy pteme reply 10 
Box No. BII8Z, Financial Times, 

One Svndnwi Bridge. London SEI 9HL 


Long established high 
quality joinery and 
construction company 

BUSINESS 
FOR SALE 

• £1 million turnover 

• Excellent offices and 
workshops. 

• Located in Wiltshire 

Contact in trie first instance: 
Nigel G Mailett, 

Jomt Administrative Receiver 

NEWLAND MALLETT 
GARNER WOODBURY A CO 

Crown House, 37-41 Prince 
Street, Bristol BSI 4PS 
Telephone: 0272-277702 
Fax: 0272-215427 


GOLD MINE FOR SALE 


100 tries north of Phoenix, Arizona. 
Has produced 27,00Boz Gold, 
24M)Moz Silver under ctureul 
owners. 

Fully equipped, dedicated workforce. 
Further details apply: 

DJ Waterhouse 
Coopers & Ly brand 
Albion Court. 5 Albion Place 
Leeds, LSI frIP, England 

Tel: 011 44 532 431 343 
Fay: 011 44 532 434 567 



J S - . •- 

s: ’« 


Appear in tneRnandal Times on Tuesdays. Fridays and Saturdays. 

For further Wonnnatlon or to advertise in fiseection ptease contact 
Karl Loynton 0nQ7T 873 


HECBtfEBSHIPfi/UQUIDATION - PINK 
PACES - Tns weakly guide to every 
triad vent company- Dkact contact with 
Uquldatore/Receivere. Fully Indexed 
according to company typo. Free 

sample copy - Tet K«731 eae«t. « H« 


Two Lodges on long leases 
in London and Midlands 
incorporating restaurants, 
bistros and bars wilb dry ski 
slops activities adjoining. 
T.O in excess £Um p.a. 

Box B116S, 

Rnandst Times, 

On* SouttmorK Bridge, 
London SEI 9HL 


MAQAZINE ADVERTISING ASSET® ot 
Insolvent companies am! businesses. 
Tel: 071-202 1184 Fa«: 071 706 3464. 
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Tibbett and Britten’s 
ambition overseas 


Two non-executive directors 
appointed by Tibbett and Brit- 
ten illustrate both the distribu- 
tion and logistics group's con- 
tinuing relationship with 
Unilever, and its growing inter- 
national ambitions. 

Min.hflp.i Johnson, 59, retired 
as head of information technol- 
ogy for Unilever in January, 
after 30 years with the Anglo- 
Dutch consumer products 
group. For the last three years 
he was responsible for Uni- 
lever’s IT- policies, designed to 
take advantage of the capabil- 
ity of open systems. 

Ivan Kingston, 60, is cur- 
rently chairman of Malmgren 
Golt Kingston, a consultancy 
which advises government and 
commerce on International 
trading policy and related reg- 
ulatory issues. He has particu- 
lar expertise in market access 


in Japan. North America and 
the EC. 

John Harvey, chairman and 
chief executive of Tibbett & 
Britten, was a Unilever direc- 
tor before he led the buy-out of 
Ms company from Unilever 
and Van Gend & Loos (the 
Dutch railways) in 1984. He 
said “I have known Michael 
and Ivan for many years. They 
each bring wide international 
and specialist experience to the 
board, which will prove invalu- 
able as our growth continues." 

Since the buy-out, and flota- 
tion in 1988, Tibbett and Brit- 
ten has maintained close links 
with Unilever. Last year the 

UK represented more than 90 
per cent of Tibbett and Brit- 
ten's revenue, but by the end 
of 1993, overseas operations 
will account for more than 25 
per cent of turnover. 


Briscoe clears his desk at 
Midland Global Markets 


Simon Briscoe, UK economist 
at Midland Global Markets, is 
moving to rival gilt-edged mar- 
ket-maker SG Warburg later 
this s umm er. He wiQ join the 
research team as senior 
gilt-edged market economist, 
filling the seat vacated by John 
Shepperd, who recently moved 
to Yamaichi Bank. 

Briscoe, in his early thirties, 
moved to Gieenwell Montagu 
Gilt-Edged - now the gilts arm 
of Midland - from the Treasury 
where he worked for six years. 
Much of his time at the Trea- 
sury was spent as an economic 
adviser, focusing specifically 
on the public sector borrowing 
requirement. 

In the six years that he has 
been at GreenweU's, Briscoe, a 
keen socialite and football 
lover, has become one of the 
City's best-known commenta- 
tors on UK government bonds. 

So close Is the rivalry 
between GreenweU Montagu 
and Warburg's that Green- 
well’s has asked Briscoe to 
clear his desk at the earliest 
possible moment He will take 
up his post towards the end erf 
August, plugging the hole cre- 
ated by the departure of Sbep- 
perd and his junior Nigel Rich- 
ardson to Yamaichi Bank. 

Briscoe's move is just the 
latest in a general reshuffling 
of economic commentators in 


the gilts market It now falls 
on Roger Bootle, chief econo- 
mist at GreenweU's to replace 
Briscoe. 


■ Francis Hazeel has been 
appointed head of the London 
representative office of DEP- 
FA-BANK, Germany’s largest 
mortgage bank. He joins from 
Banque Indosuez. 

■ Howard Kenworthy has 
been appointed md of TIME 
RETAIL FINANCE, the finance 
company jointly owned by 
Kingfisher and Club 24, a sub- 
sidiary of Next 

■ Steve Richardson has been 
appointed md of the newly cre- 
ated central sales and services 
unit of BARCLAYS BANK. 

■ Keith Greenough has been 
appointed chief executive of 
MORTGAGE EXPRESS, part of 
the TSB Group. Tim Dawson, 
finance director, takes on the 
additional role of deputy chief 
executive. David McVeigh. 
Fionnuala O’Sullivan, Peter 
Taylor. David Parkins, and 
Leslie Ross are appointed 
directors. 

■ Charles Jackson and Peter 
Urquhart join the board of 
MERCURY ASSET MANAGE- 
MENT. 

■ Kenneth Lewis has been 
appointed a director of the CO- 
OPERATIVE BANK. 


Home enters his third 
age with relish 


David Horne, who stepped 
dawn as chairman of Lloyds 
Merchant Bank in December, 
is looking forward to “the 
great third period erf one’s life” 
as he picks up a clutch of non- 
executive directorships. 

Home, 61 , is Joining the 
board of Serif, the security and 
specialist commercial printer 
which once distributed the 
board game Trivial Pursuits, 
and office furniture and leas- 
ing group Black Arrow. “I am 
more interested in smaller 
companies where I might have 
something to add” he remarks. 
He is a director of consulting 
engineer Waterman Partner- 
ship, and thinks he has time 
for a fourth position. 

During his time at Lloyds. 
Home was involved in three 
high-profile ventures - advising 
the unsuccessful European 
consortium during the West- 
land affair, as well as Lloyds' 
foiled bids for Standard Char- 
tered and Midland. 

He also became acquainted 
with Serif, which the bank 
advised during its reversal into 
Cowells. 

Alongside Home, Serif is 
adding another non-executive 
director to advise on its 
expanding security printing 
operations. He is Richard Har- 
rison, 56, who is vice chairman 
of PIRA International, a 
research organisation for the 
printing, publishing and pack- 
aging industries. 

It is also a corporate finance 



connection that binds Home to 
Black Arrow; when at Williams 
& Glyn's earlier in his career, 
he advised the company which 
reversal into Blanes in 1974. 
He joins as the third non-exec- 
utive, and the first to be 
appointed In twenty years. 

Home will on familiar terri- 
tory. Not only is Derek Moore, 
one of the other non-execu- 
tives. a former Williams & 
Glyn's man himself, but the 
board also shares a strong 
interest in golf. Home has cap- 
tained St George’s HiH, deputy 
chairman Maurice Edward 
Coombe Hill and Moore, The 
Dyke in Sussex. 


Mitchell moves out to 
join the Dowty diaspora 


Triplex Lloyd, the West 
Midlands engineer which has 
been reshaping its top manage- 
ment since the sudden death of 
chairman and chief executive 

Jim Dael last summer, has 
recruited Bob Mitchell from 
Dowty Aerospace as its new 
finance director. John Foley, 
the former finance director 
who was appointed group man- 
aging director in December has 
been fulfilling both roles since 
then. 

Mitchell, 40, who joined 
Dowty in November 1989, has 
stayed on as finance director 
of Dowty Aerospace after the 
takeover by TI. His boss Bruce 
Ralph, chief executive of 
Dowty until the acquisition, 
is now chief executive of 


Glynwed International 

“We were looking for inter- 
national experience” says 
Foley, 36, who points out that 
there are, moreover, useful 
s imilar ities - in terms of size 
and length of negotiations - 
between drawing up power 
generation and aerospace con- 
tracts. 

At the same time, Triplex's 
overall business is shifting 
towards the high-tech end of 
the easting s business, an area 
in which Mitchell, with his 
aerospace background, should 
again feel at home. 

He moves, however, to a 
smaller operation; turnover at 
Triplex Lloyd is around £180m 
compared with £300m at Dowty 
Aerospace. 




BUSINESSES WANTED 

OFFICE EQUIPMENT 


FOOD/PHARMACEUTICAL MACHINERY 

Successful group in the manufacture and supply of processing and 
packaging machinery to the food, confectionery and pharmaceutical 
industries seeks to expand its core business through acquisition. 

We would be pleased to hear from companies who are in a similar 
business or who are connected through allied industries to this sector 
wishing to sell with a minimum turnover of £500,000 and no upper 
limit 

Principals only to apply in strict confidence to: 

Box No. BII9I, Financial Times, 

One Sonthwark Bridge, London SEI 9HL 


BANKRUPT STOCK 
CLEARANCE 

Guaiity desks & chairs, 
branded procucts, 
boxed chairs, 
systems desks, 

boardroom furniture. 
Large quantities available. 

TEL: 03 i 7^3 21 CO 
FAX: 081 749 9500 


For Acquisition on Urgent 
Basis in UK; or Germany. 
Austria, Swiss. Holland; 

“A SMALL SIZE EFFLUENT 
or 

WATER TREATMENT CO" 

Please mite with full details 
on reference/cllent list; 

List of products/systems ; 
Minimum expected prices to: 

Box No. B1I70. Financial Times, 
One Southwark Bridge, 
London SEI 9HL 


P WELL H 
ESTABLIS HED 
and highly-successful 
PRE CISIO N 
ENGINEERING 
company seeks 
compatible business 
for expansion. 

Write W Box B 1 163, 
Frnandal Times, One South mirk 
j Brides, London SE 1 9HL 


OFFICE FURNITURE 

500 L -shaped / D-cnd desks with 
surrounding screening. As new 
condition, available August. 
New price 3000 each complete 
workstation - will sell for 650. 
(Minimum order 25) 

Tel 081 892 3637 Fax 081 S91 5027 


RECEIVERSHIP 


Office Furniture Supplier 
in 

Liquidation 

Large quantity of quality new 
& s/hand products including 
superb workstations, deskfng, 
executive suites, boardroom 
meeting and conference 
furniture, reception, operator 
and executive seating, divider 
screens etc. 

Phone 

081-549 9339 


PERSONAL 

AUTHORS YOUR BOOK PUBLISHED 
Al subject inekjdng; Uemofes, iGtgkvi. poafey, 
cMdranl norton and Action. Now euowre 
wefcoTO Contact AdafcN Press (Dope E4&J 
130 Bronwon Rood. LWKton SW3 1HY. 


CONTRACTS & TENDERS 


BUSINESS WANTED 

Freight forwarding, warehouse and 
distribution. Sacccssful privately 
owned company is seeking to acquire 
businesses operating in any or these 
fields. Your responses will be nested 
in total confidence. 

Write to Bos B1174. Financial Times. 
One Southwark Bridge. London SEI 9HL 


PACKAGING/PRINTING 
BUSINESS REQUIRED 

Entrepreneurs with access to funds 
wish to acquire a profitable business 
in the packaging printing sectors. 

An icplm orated in unil confidence M : 
Box BJ 1 75. Financial Times. 

One Soutwarfc Bndgc, London SEI ML 


COMPANY MANUFACTURING 
POLLUTION CONTROL 
PRODUCTS 

Selling to Building Construction 
Industry. Seeks compatible product or 
business to purchase. Principals only 
pfease. 

Bo* B 1 1 72, Rruncfci! Timer. One 5 ou*wut 
Bridge. London SEI 9HL 


Retiring? 

Energetic Consortium 
Seek To Buy Company Circa 
£10M With Potential Growth 
PrintipaU only please write to 
Bax B1177. Financial Times. 
One Southwark Bridge, 
London SEI 9HL 


WE HAVE PREMISES, management md 
funds and neeh to purchase a company 
Importing, distributing or wholesaling, 
Easat area of apodal Internal. If you art 
raUrtng. squeezed or over worked danse 
contact INTERTRADE h end confidence 
on 0045359000 


UK mnnufiwlaraf/dietributor of 
SPECIALITY CHEMICALS, 
PHARMACEUTICALS OR 
AGROCHEMICALS, 
turnover around £5 million, wanted 
foraeqmsttkm by international 
chemical company Bio/environmental 
technology also considered. 

Please wntaec Andrew Reeks on 
W 1-996 4662: Pan 081-747 1461 


CONTRACT FOR THE PROVISION OF STATISTICAL 
SERVICES IN THE HOME OFFICE 

The Home Office is conducting a market test of some of its statistical 
services. The work, which is wide-ranging in scope and frequency, mainly 
concerns the collection and validation of regular statieilcal data from 
public bodies an crime, prisoners, immigration and other subjects. Most 
data will be keyed and processed by the Home Office's computer bureau, 
but service providers must provide computer facilities for the remaining 
data for which existing software is available. 

A Notice has been placed in the Official Journal or the European 
Comm uni ties. Tenders will be sought from suitably experienced private 
seam organisations. The in-house team will also be invited to bid. The 
proposed contract term is three years, with the possibility of two twelve 
month extensions. 

Organisations interested in tendering should have regard to the Notice in 
the Official Journal and respond by 25 June 1993. 

Further information can be obtained from: 

Mrs A Howard, Home Office, Room 10/19, 
Riverwaik House, 157-161 MU [bank, LONDON SW1P 4RT. 
Teh 071 217 3748 Fax: 071 217 3750. 


LEGAL NOTICES 


on 


AIRCRAFT FOR SALE 


PREVENTIVE LIQUIDATION AGREEMENT N. 926 
LAS ALINORD 

Wc (resetting; 

AIRCRAFT FOKKER FJ3 MARCHE I-TTaP jurdag price: Lil J. £87.000090 
AIRCRAFT FOKKER F.28 MARCHE I-TTBB starling prim Lit 1 .087.000.000 
SPARE PARTS Car the above aitrek. which include oee engine and APU setting price: 

ut ljmunuMO 

Offers, in sealed ravdopes. must curtail a bid bud gunuwed he i baker's draft made 
out » the bpidatom tor the amount oflO% of the sorting price and must he received net 
laser Han June 15, IW3 at 7:00 pjn. at the address of the notary: 

KenoKhaa 
V. Dahmria 29 

00l» Row -Italy IcL +39-6-8411956 

Further infontjutoa may he mmesttd front the bwyenliqiudniots: 

Aw. Carlo Wetmtaea iel:+3**-330J38 Aw. AttDio Paafico id: *39-6-318802 


>CHAM€ERYMYISltm 

M8k.waK.tmBg 
NTBE MATTER OF UBAF RANK LIMITED 
-aad- 

IN THE MATTER OF THE 
COMPANIES ACT UBS 
NOTICE IS HEREBY GIVEN Its in Outer d 
the High Cbm dJuura, Ckmcay Drriaon. Accd 
He Sh day of May 1943 crnfimiaiB the icdacuoa 
of Ac ft y j p l Bi ik above i m uri CboRpaoy bom 
(AbjmjXia snd US £173,949,000.90 » ail was 
ftpsoed by the Regbm of OMqwriei do 3kh 
day of May 1991 Al the suite me Uk seduction 
became effective the nominal capital of ibe 
Company m tan e m ed » £IXUXXUiQO ud US 

SMuxxuxn 

□Med Oat «h day of June 1991 
CLIFFORD CHANCE 

300 Akknpw Sued 

Londoe E£lA4U 
ReCRWC 

ScGdmfw Ac ahn maned Conttaej. 


HOTELS & 
LICENSED 
PREMISESS 


BRAHSTCW PARK HOTEL Bran&tofi, 
Lincoln. Hotel, conference and retirement 
oarera In 78 acme of paridand Datals hum 
Kntigson Elklngton & Co.. Tal: 0623 
612232. 


BUSINESSES 
FOR SALE 


QUASAR - LASER GAME VENUE 
Bland new fully equipped. Only Just 
opened. Prime South East town centre 
location. E xtanslim anctay gamoa area. 
First 4 weta turnover E1&6D0. Forecast 
£2O0k pa. Eacelere return#. Opponmiy 
untraprunatirlal Owner /Operator. 

Unfortunately personal reasons forces 
uqjert cash safe al cosl El 35k. Write to 
Bo* Bii5i, Financial Times, One 
Southwark Bridge, London SEi UHL 
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Running a business will always have its hurdles. 


But getting aH your information systems to work 


together shouldn’t be one of them. At Digital, we’re 


recognised as world leaders in the toughest task in 


the IT business : successfully integrating 


r *' v -• 


different computer systems. The people at Digital 


have the technological expertise to help your 


people work more efficiently by sharing information 



a- -’■swc*. 


:j W ; i :: 













i 





.. If- 


better. No matter what systems you rely on or which 


companies they’re from, Digital will help you keep 


everything running smoothly. And as your needs 


change, we’ll help to keep new barriers from 


forming. Imagine... leading the competition 


by giving your people access to data and 


ideas when and where they need them. Already 


with a proven track record of success in 


this field. Digital becomes a natural 


winning move, to find out more about 


Digital Multivendor Customer Services, 
call 0734 208008 today 
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PUTTING imagination to work 


magin© leaping ov©r th© barriers between systems. 
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ARTS 


T o tiie historian, of art or 
whatever, no subject 
could be more Easctnat- 
tog in its tragic complex- 
ity than that of Prance 
ana the French through the 1940s. 
the years of the Second World War 
and its Immediate aftermath, of the 
Nazi Occupation and the Vichy 
State, of collaboration, resistance 
and liberation, and of the upheavals 
and horrors of the ipuration. the 
retribution and reconstruction that 
followed. In any Paris bookshop 
today. 50 years on, the flood of new 
material and analysis to be found 
demonstrates that the collective 
national conscience is still mightily 
exercised, and is only now coming 
to terms with those awful times. 

The aits have their place in this 
process. Paris had been the natural 
intellectual and creative centre of 
Europe since the Revolution. Here, 
to the avant-garde, was where all 
that was new. in thought and prac- 
tice alike, found its true home. It 
was a symbolic and emotional posi- 
tion made all the more poignant by 
physical isolation during the War. 
And after the War, it seemed, here 
was the promised land, the Paris of 
Picasso and LSger, of Giacometti 
and Dubuffet, of Sartre and Camus, 
of Cocteau and Malraux. 

Living largely on its past It may 
have been, but so Paris continued 
at least until the late 1950s in what 
it still saw as its natural and right- 
ful position, centre stage. Certainly 
Paris was central to any British 
engagement with the avant-garde in 
those years. But such has been the 
rewriting of art history since the 
1960s that today we would hardly 
think so. The emergent influence of 
America, and of New York espe- 
cially, was undeniable, but at least 
for a time yet the creative equiva- 
lence and mutual exchange between 
the new world and the old were 
assumed. Indeed it was magnifi- 
cently acknowledged even so late as 
1964, in the Gulbenlrian survey at 
the Tate of The Painting & Sculp- 
ture of a Decade: 1954-64. 

Today, leaving aside such individ- 
ual reputations as Giacometti or 
Dubuffet, the more general creative 
enterprise of those yearn is all but 
forgotten; seen, if at all, in the light 
of subsequent American achieve- 
ment, as poor, minor, irrelevant 
stuff. Wols, Fau trier or Bram van 
Velde to set beside Pollock or 
Rothko: H61ion beside Warhol or 
Lichtenstein; Gruber beside Fischl; 
Artaud beside Schnabel, Basquiat 
or Clemente? You must be joking- 
In this respect, in bringing into 
the light the work of 11 artists 
active in Paris in that period, Paris 
Post War at the Tate is only to be 
welcomed. Each artist is given a 
distinct space and a clear showing 
in proper strength. Picasso we may 
take as read, and indeed his pres- 
ence here is more token than sub- 
stantial, and rightly so. for he could 


T he saddest words in ballet 
are ‘'But you should have 
seen him (or her) when . . 
When the muscles were 
resilient, the style uncorrupted. the 
dance fresh. On Saturday night 
Mikhail Baryshnikov danced at Sad- 
ler’s Wells with his White Oaks 
Project, on the second evening of a 
two-day visit, and ah! you should 
have seen him then. At an age - he 
Is in his 46th year - when most 
male dancers have retired, or 
should have retired. Baryshnikov is 
dancing with sublimest grace, art- 
istry, physical resource. He has, for 
several years, eschewed the classic 
repertory which he illuminated per- 
manently for us with his physical 
genius. Instead, he has found and 
inspired roles - notably from Twyla 
Tharp and Mark Morris - which 
examine his still da z zli ng prowess. 
And he re mains what he was when 
we first saw him in the Kirov sea- 
son of 1970, a uniquely gifted and 
uniquely satisfying dancer. 

In this White Oaks programme he 
danced Mark Morris’s Three Pre- 
ludes. a solo set to Gershwin's piano 
studies; Twyla Tharp’s Pergolesi, an 
extended and bravura exercise 
using six movements from Pergolesi 
string concerts and he was a mem- 



AMSTERDAM 


heater Tonight, Fri, Sun 
n: Simon Rattle conducts 
sUars’ Holland Festival 
on of Pe Udas et M6flsande, 
tip L angridge. ERsa Ross 
ard White. Repeated June 
>0, 23 (025 5465) 
vjebouw Tonight, Thurs, 
afternoon: Hubert Soudant 
s Netherlands Philharmonic 
a in Schumann and 
r, with piano soloist 
, zachartes. Tomorrow: 

□ SawaHisch conducts Royal 
lebouw Orchestra and 
n Beethoven’s MJssa 
L Sac SawaHisch conducts 
an symphonies (24-hour 
on 'service 675 4411, ticket 
ons 671 8345) 
an Serfage Thurs, Fri, Sat, 

i: experimental Belgian 

rapher Anne Teresa de 
leker opens 8 season 
till June 27, Sat (Wang Zaal): 

erg Ensemble plays new 
f GubaiduUna and Gorecki 
6) 

houwbura Thurs, Fri, Sat 



Detail from Francis Gruber’s ‘Job’, 1944 


Post War expectations 

William Packer reviews the exhibition at the Tate 


too easily have taken over. His pres- 
ence in Paris throughout the War 
remains ambiguous, largely undo- 
cumented and unexplained. He 
emerges at the Liberation, declares 
himself communist and takes on, if 
only nominally, the leading public 
role in the purging of the commu- 
nity of artists. He was always a 
special case. 

For the rest the attentuated. dis- 
tressed, existentialist figures of Gia- 
cometti are familiar, as too is the 
art brut of Dubuffet, though his 
dense grounds, scored and layered 
and inscribed, graffiti-like, with 
mannikin idiograms of a knowing, 
primitive innocence, grow ever 
more unshocking and seductive. 

Antonin Artaud, who died in 1948 
at 54, is the great rediscovery, with 
his dessins-icrits and, most espe- 
cially, bis portrait drawings, dose, 
desperate, expressionist images of 
the head alone. If history comes 
round the second time as force, so 


art comes round again as mere style 
and decoration. Artaud's sophisti- 
cated psychological intensity only 
confirms the essential triviality of 
the graffiti art of recent years, and 
the work of such heroes as Bas- 
quiat, Schnabel, who made direct 
visual quotation of Artaud, and 
Clemente. 

Francis Gruber, too, more than 
deserves his revival He died at 36 
in 1948. and the work here actually 
dates from the War itself, which he 
spent in Paris. His is a bleak, 
uncompromising vision of the 
human condition, his figures 
scrawny, the setting barely fur- 
nished. the realisation harsh and 
awkward. But interesting as his 
work is for itself - and we may as 
well be speaking of the assured 
abstraction of van Velde, or the 
stylised simplicity of Helion’s nndes 
- the lack of a toiler context Is all 
too soon apparent 

In short we have an exhibition 


interesting enough in itself, but one 
in which the sum is somewhat less 
than its parts. Here are eleven repu- 
tations usefully re-e xamin ed, but 
where are the rest? If Picasso, why 
not Leger, Braque, Matisse, Bon- 
nard; if Gruber, why not Balthus 
and Buffet; if van Velde, why not 
Manesster and Soulages? This is no 
plea for an exhaustive review, after 
the fashion of the Barbican’s excel- 
lent Aftermath of 1982. but rather 
for something a little fuller and 
more comparative. The exhibition, 
by its title, raises expectations that 
in the event it does not try to fulfill. 
It is opportunity missed. 


Paris Post Wan Art and Existen- 
tialism 1945-55. The Tate Gallery, 
Bfillbank SW1, until September 5: 
sponsored by The Independent, 
with support from the Association 
Franpaise d ’Action Artistlque, the 
Cultural Service of the French 
Embassy and Visiting Arts 


Ballet/Clement Crisp 

Mikhail Baryshnikov 


her of the ensemble in Morris’s 
Mosaic and United, which realises 
two string quartets by Henry Cow- 
ell The programme was completed 
by Hanya Holm’s gruesome Jocose. 
in which the other White Oaks 
dancers were called upon to be oh- 
so-roguish. to the Ravel violin 
sonata. Someone had better get the 
sonata to a dry cleaner quickly: 
such choreography is dangerous. 

A distinguishing quality of Bar- 
yshnikov’s dancing has ever been 
its clarity. The classicist's ideal of 
movement pure, sharply-drawn and 
impeccably shaped, is always real- 
ised in his art. This was what Len- 
ingrad training brought to a God- 
given physical instrument And this 
is still a glorious constant of his art 
allied to that other, and intensely 
personal, gift of seamless, huge- 
spanned phrasing. We see the dance 
as an essence, unalloyed and 
potent set in long lines of beautiful 
and subtly-conceived activity. Bar- 
yshnikov now is, miraculously, Bar- 
yshnikov then. 


In Three Preludes (in black trou- 
sers and top; white socks, vest 
gloves) Mark Morris sets him 
exploring Gershwin’s relaxed and 
jazzy writing. Baryshnikov is insou- 
ciantly brilliant deep inside the 
syncopations, playing with rhythm, 
phenomenally exact in line and 
accent He takes on the shape of the 
music - and of its historical period. 
In Pergolesi, Twyla Tharp offers a 
culmination of her long association 
with Baryshnikov's dancing, which 
dates back to Push Comes to Shove 
in 1976, and encompasses such var- 
ied pieces as The Little Ballet and 
Sinatra Songs. Baryshnikov, in 
white, dances tirelessly in a 
sequence of numbers that show 
him, as always in Tharp choreogra- 
phy. riding on waves erf energy and 
rhythm, cutting classic steps into 
fresh and off-beat shapes, whipping 
into a movement and suddenly 
holding it in suspension. Mercurial 
in its physical aspects, light in 
touch as in execution, the piece is 
by turns mocking - Baryshnikov 


sends up with sharpest wit his own 
repertory. Giselle's wilis. Nijinsky’s 
roles - and shot with intense feel- 
ing. It is about Baryshnikov in sev- 
eral ways - as virtuoso, as reposi- 
tory of a great tradition, as balletic 
icon, ft Is a magnificent study, sub- 
limely danced by an artist whose 
greatness we recognised when we 
saw him dance Jacobson's Vestris 
solo in 1970 - and in an odd way 
Pergolesi recalls that earlier exer- 
cise, too - and whose greatness is 
undiminished, and even more 
rewarding, today. 

Mark Morris's Mosaic and Unti- 
tled is new this year, and very fine. 
Henry Cowell's string quartets are 
mysterious, introspective music, 
haunted by glissandi and shimmer- 
ing sonorities, with dark shifts erf 
mood. Morris fleshes them out with 
movement no less questioning, 
because firmly rooted in the scores. 
Baryshnikov and the White Oaks 
troupe are caught up in unex- 
plained meetings, secrets, and a 
stunningly clever burst of fake folk 
dance (clearly dictated by Cowell's 
writing). It is a stimulating work - 
like a Paul Klee come to life - and 
is admirably danced. Baryshnikov 
and White Oaks must return soon. 


Theatre out of London 

The Venetian Twins 


“The Italian Moltere**: so Voltaire 
called Carlo Goldoni. Like Moltere, 
Goldoni often relied on commedia 
dell 'arte formulae for his plots. The 
Venetian twins of this play, Zanetto 
and Tonino, sundered for yonks, 
with contrasting manners but iden- 
tical looks, happen to arrive in 
Verona at the same time and keep 
bumping into each other’s acquain- 
tances and fiancees, with predicta- 
bly chaotic results. Sounds famil- 
iar? Yes, Goldoni’s guys from 
Venice might often be Shake- 
speare's boys from Syracuse - if 
plot were all 

But nobody would have compared 
G o ld on i with Molidre if all he bad 
done was to follow a formula. He 
knew bow to rejuvenate a comic 
recipe with humanity, satire and 
emotional truth. Last year, when 
Giorgio Strehler’s staging of Gol- 
doni’s Le Baruffe chiozzotte visited 
the National Theatre. Londoners 
saw a classic demonstration erf how 
deep his comedy runs. 

Michael Bogdanov’s new RSC 
staging of Ranjit Bolt’s new version 
of the play is, as Clement Crisp 
would say, very other. Costumes 
and language veer between 18th 
and 20th centuries, and between 
Italy and England. And Bogdanov 
inflates chimlta of tt <»te British 


pantomime horseplay - to the 
extent of stepping out of character. 
All this reaches its most for-fetched 
early on, when an orchestrated 
sword-fight grows so over the top 
that the actors wound a member of 
the audience: imagine the fuss. Not 
only the police arrive to see what’s 
up, but also (on press night, at any 
rate) David Calder, the RSC’s new 
Shylock, from the theatre next door. 
What a riot! Guffaw, scream, cackle. 

But Goldoni (remember Goldoni, 
boys?) was so much the master of 
bis medium that he could cloak the 
sun and turn a comedy dark with 
sudden death. When tills happens 
near the end of The Venetian Turns, 
the RSC audience cannot help real- 
ising how much more Integrity this 
play has than Bogdanov’s staging 
allows. (I speak as one who had 
guffawed too.) 

The play's most virtuoso touch Is 
that one actor plays both twins. 
David Troughton plays Zanet- 
to/Tonino with conquering panache 
- though you cannot believe that 
this Zanetto is used to riches, and 
he (like Bolt’s text) overdoes Zanet- 
to's stupidity. As the fop LeHo, Guy 
Henry shows us again what a sub- 
lime comic character actor he is. 
With minimum effort, he manages 
to be, at the same time, verbose. 


effete, pompous, lugubrious, hilari- 
ous, and vulnerable; and he can be 
funny just by blinking. But we 
already knew this much; he is in 
danger of dwindling into an "act" 
instead of growing as an actor. He 
needs directors more subtle than 
Bogdanov. 

Most of the rest are just energetic 
cardboard and paste. Sarah Wood- 
ward is a two-dimensional Rosa lira, 
Jenny Quayle a oue-dimensional 
Beatrice (neither funny nor seri- 
ous), Sidn Radinger a coarse Colom- 
bina, Jonathan Philips an over- 
wrought Flormdo (and will someone 
confiscate his eyeliner?). Even 
Robin Soan, recently so exemplary 
in Three Birds Alighting on a Field . 
lets the Doctor become a crusty ste- 
reotype. 

Some music by Terry Malcolm 
introduces, interrupts and some- 
times accompanies the action. Con- 
flating isolated lines from Verdi, 
Sullivan, and “O sole mio”, it is 
played with cheerful ghastliness by 
the town band from Inferno- a tte-Po, 
Ho ho but not all evening ho. 

Alastair Macaulay 


In repertory at the Swan Theatre, 
Stratford-upon-Avon 


‘Volpone’ in Birmingham 


By some strange fluke, there is a 
rush of Venetian premieres in the 
Midlands this week: new produc- 
tions of Jonson’s Volpone at the Bir- 
mingham Rep. and at Strat- 
ford-upon-Avon of Shakespeare’s 
Merchant of Venice and Goldoni’s 
The Venetian Twins. (Even Matthew 
Hart's new Work for Birmingham 
Royal Ballet featured Venetian 
blinds.) In several ways, Bill Alex- 
ander's Volpone staging is a sequel 
to the Othello with which, in March, 
he launched his new Birmin gham 
Rep regime. And where does Act 
One of Othello take place? Venice, 
city of intrigue. 

As long as you cut it judiciously. 
Volpone is a remarkably playable 
comedy, and it adapts well to differ- 
ent stagings. This Volpone is as fine 
a production as Nicholas Hytner’s 
1990 staging at the Almeida in Lon- 
don. Where Hytner evoked the inti- 
macy of Venice by having water 
swishing around the perimeters of 
the small stage area, this one 
evokes the city’s scale, with an 
arching bridge looming high above 
the Rep’s large stage. The designer. 
Kit Surrey, has taken his basic 
Othello set - huge tiles lining floor 
and walls - and dyed it brown and 
gold. 

This production’s skill lies in con- 


trasting public and private scenes, 
in telling the story with robust 
vitality, and in giving surprising 
comic emphasis to several support- 
ing characters. Corvlno (Jamie 
Newall), whose grossly misogynistic 
treatment of his wife Celia can be 
so disturbing, is here a comic mon- 
ster. The scenes involving Sir Poli- 
tic Would-be and his wife (all omit- 
ted by Hytner) are here made 
hilarious . . 

Everything is so lucid and 
onward-moving that it hardly mat- 
ters that several central roles are 
miscast Or that Alexander has cut 
not only such songs as Jonson’s 
Catullus translation "Come, my 
Celia, let us prove” but also Vol- 
pone’s three special minions - his 
dwarf, hermaphrodite and eunuch 
fin Hytner’s staging a crucial symp- 
tom of Volpone's wealthy corrup- 
tion). Or that Alexander and Surrey 
somewhat diminish the play by 
locating it (like Jonathan Miller's 
Merchant of Venice) at the turn of 
the last century, with cafe society, 
boaters, and frock coats. 

Bernard Horsfall though urbane 
and amusing as the still hub of the 
action, is a Volpone/fox neither cun- 
ning nor predatory. He lacks the 
acid for such remarks as “women 
and men of every sex.” and he is too 


obviously the passive dupe of the 
parasite fly, Mosca. In which role 
Gerard Murphy is not just wrong - 
impossible to imagine him either 
buzzing or flying - but also over-in- 
dulges all his worst hark-at-me 
mannerisms: the odd back-of-the- 
mouth tone formation; the unspon- 
taneous delivery of even so simple a 
line as "Do so”. By contrast, Andrea 
Mason's Celia is coarse and under- 
refined. her elocution as weak as 
her maquillage is strong. 

Yet these and other flaws hang 
light in the scales. I loved the 
detailed ensemble playing in the big 
trial scene, the sense of Venetian 
open-air chat, the vivid sweep of the 
whole satire. As in Othello, 20 
extras help to swell the big scenes. 
And Alexander’s decision to bring 
the front of the Rep stage right for- 
ward beyond the proscenium arch 
continues to pay dividends. Stag- 
ings now project here so surely that 
I relish the whole balance of steep 
auditorium and deep stage. In three 
months Alexander has made the 
Rep. whose acoustic I used to dread, 
into a theatre I look forward to 
revisiting. 

A.M. 


Birmingham Rep until June 26 


Intractable 'Carrington' 


In January 1932, Lytton Strachey 
declared “If this is dying, then I 
don’t think much of it." Seven 
weeks after he died his companion 
Dora Carrington (b. 1893) killed her- 
self. Now, Jane Beeson's play Car- 
rington at the Minerva Studio, Chi- 
chester tells the story of this 
overlooked and intense artist whose 
life represents the easy privilege 
and the hard radicalism of Blooms- 
bury in the 1920s. 

Beeson has chosen a fine but 
intractable subject. Carrington 
lacks structure and shape. The play 
charts a Lyttony of ambidextrous 
goings on between Strachey, Car- 
rington. the artist Mark Gertler, 
Lady Ottoline Morrell and the 
Woolfs. Carrington evolved a sexual 
identity worked out between the 
coolly homosexual Strachey and the 
hotly heterosexual Gertler. What 
emerges is a picture of her studies 
at the Slade through to her troubled 
manage d trms with Strachey and 


her husband. Ralph Partridge, 
whom she married in May 1921 in 
order to stay close to Strachey. 

Beyond this circle the Blooms- 
b uries hover en masse: Bell, Fry, the 
Sitwells, Nicolson and Sackville- 
West, Maynard Keynes, even the 
Lawrences. It was contact with the 
wider intellectual community which 
redeemed Carrington’s life from 
indulgence and self-absorption. But 
she left, with a few dozen perfec- 
tionist paintings, a sense of talent 
wasted in depression and energies 
squandered In indecision. 

As matter for a play, Carrington's 
life presents few dramatic possibili- 
ties. The subject is difficult, and 
where the action fails to convey the 
complexities, the caricatures fare 
best: Virginia Woolf (played by 
Lucinda Curtis) is languid and 
vicious, while Ottoline Morrell 
(Dawn Keeler) keeps lubriciously 
hearty; both are most themselves. 
Woolf says vatically, “Carrington 


grows older and her doings are of a 
sort that age": while Ottoline chir- 
rups “Tomorrow, my darling, 1*11 
take you to the asparagus beds - 
we'll talk there." 

Strachey (Robert Pickavance) is 
all flutter and fascination, quick 
with bon mot and willowy opinion. 
Carrington herself (Toyah Willcox), 
inhabits the spaces between the 
other characters, rather as she did 
in life. Willcox plays her nervily. 
tugging at her dress, romping 
around the open set, scratching at a 
charcoal sketch. But little in Annie 
CastJedine's direction explains the 
absorbing and singular passion that 
Carrington felt for Strachey. She 
wrote; “Strachey was the only per- 
son to whom 1 never needed to lie. 
because he never expected me to be 
anything different to what 1 was." 

Andrew St George 


Minerva Theatre, Chichester 


Piccolo Teatro df Milano in Strehier 
production of Goldoni’s Le Baruffe 
Chiozotte. 

Next week: Deutsches Theater Berlin 
in plays by Ibsen and KleJst 
(320 2500) 


ANTWERP 

ANTWERP 93 

The drama programme includes 
an adaptation of Orekhov’s Three 
Sisters by Wooster Group, dally 
from tomorrow till Sun at deSingel, 
and tvo van Hove's arrangement 
of Shakespeare's Hamlet, opening 
at Bourla on Sat and running daily 
except Mon tin June 19. 

The sacred music programme at 
St Augustinus continues with late 
evening performances of Gesuakio’s 
Responsoria by Hilliard Ensemble 
from Thurs to Sat, and a 
performance next Mon of Lassus’ 
Lag rime dl San Pietro, with 
Ensemble Vocal European 
conducted by Philippe Herreweghe 
(226 9300) 

FLANDERS OPERA 

The final production of the season 

is Manon Lescaut staged by Robert 

Careen and conducted by Evefino 

PJdo, with Miriam Gaud and Fabio 

Armffiato. 

Prst night Fri, six further 
performances till July 2 
(233 6685) . 


BRUSSELS 

Kurt Homes’ production of Die 
Mefstersinger von Numberg 
conducted by Antonio Pappano, 
is revived tonight at the Monnaie, 
with JosA van Dam as Hans Sachs, 
Dale Duesing as Beckmesser and 
Margaret Jane Wray as Eva. 


Repeated June 11, 13, 16, 19, 22, 
24, 27, 29. June 12: Gdsta Wlnbergh 
song recital (2 19 6341) 


CHICAGO 

RAV1NIA FESTIVAL This year’s 
festival opens on Fri with a week 
of jazz concerts, featuring Gerry 
Mulligan Quartet and Wynton 
Marsalis Septet Arturo Sandoval, 
Shirley Horn, Joe Henderson, Betty 
Carter, Stephane Grappelli and 
Oscar Peterson. The Chicago 
Symphony's first concert is on June 
25. The festival runs till early 
September (Ravin ia Festival, 
P.O.Box 896, Highland Park, IL 
60035. Td 312-728 4642 Fax 
708-433 4582) 


GENEVA 

Annin Jordan conducts a revival 
of Nicholas Hytner’s production 
of Le nozze di Figaro at Grand 
Theatre opening on Sun for a run 
of seven performances, with William 
ShJmell, Rene6 Fleming, Ferruccio 
Furianetto and Marie McLaughlin 
(311 2311). Krystian Zlmerman gives 
a piano recital next Mon at Victoria 
Hall (310 6611). Paul Claudel’s 1893 
play L’Echange runs daily till Sat 
at the ComAdie @20 5001) 


UTRECHT 

Vredenburg Tonight Gunther 
Schuller conducts Ebony Band in 
works by Graettinger. Rugoto and 
Marks. Sat Hubert Soudant 
conducts Netherlands Philharmonic 
Orchestra in Schumann and 
Bruckner, with piano soloist 
Christian Zacharias. 

Sun: Janos Furst conducts Radio 


Philharmonic Orchestra and Chorus 
in Schoenberg and Bartok (314544) 


VIENNA 

Staatsoper Tonight and Sun: Bektra 
with Eva Marion and Brigitte 
Fassbaender. 

Tomorrow and Sat La boheme with 
Carreras. Thurs: Queen of Spades. 
Fri: Das Rheingold. Next Mon: Die 
WalkQre with Hildegand Behrens, 
Waftraud Meier, Pladdo Domingo 
and Robert Hale (51444 2955) 
Konzerthaus Tomorrow: Marjana 
Lipovsek song recital. Thurs: Carlo 
Maria Giulini conducts Vienna 
Philharmonic Orchestra in 
symphonies by Franck and Brahms. 
Fri: Hagen Quartet 
Sat Michael Gielen conducts 
Austrian Radio Symphony Orchestra 
in Stravinsky, Schoenberg and 
Ravel. Sun morning: Gldon Kramer, 
Heinrich Sctilff and friends. 

Sun evening: Andras Schiff piano 
recital. Next Mon and Tues: Kurt 
Masur conducts Leipzig 
Gewandhaus Orchestra (712 1211) 
Muslkverein Thurs: Peter Marschik 
conducts Slovak Radio Orchestra 
and Vienna Boys' Choir in Bach 
and Stravinsky. Sat afternoon, Slhi 
morning: Giulini conducts Vienna 
Philharmonic in repeat of 
Konzerthaus programme (505 8190) 
Odeon Tonight, tomorrow, Thurs: 
National Theatre of Craiova, 

Romania, presents Phaedra, Si Mu 
Purcarete’s adaptation of Seneca 
and Euripides (214 5562) 
Messepalast Tomorrow tffl Mon: 
French-language production of John 
Gabriel Borkman directed by Luc 
Bondy (526 1426) 

VoUcstheater Fri: first night of Nick 
Broadhurefs Vienna Festival 


production of Offenbach’s La belle 
H6J£ne (932776) 


WASHINGTON 

MUSIC 

New York City Opera presents 
Carmen tomorrow and Fri, and La 
boheme on Thurs and Sat. at FKene 
Center (703-218 6500). David 
ZInman conducts Verdi's Requiem 
on Thurs and Fri at Baltimore’s 
Joseph Meyerhoff Symphony Hall, 
with soloists including Ben Heppner 
and Florence Quhrar (410-783 8000). 
Andrea Marcovicd, best known for 
her sultry voice and modem 
interpretations of Jerome Kem, is 
guest artist at Center Stage on Fri 
and Sat (410-332 0033) 

THEATRE 

• Much Ado About Nothing: free 
outdoor performances of 
Shakespeare’s romantic comedy 
HI June 20. 

Tickets can be picked up at 
Shakespeare Theater. Washington 
Post or Carter Barron (Carter Barron 
Amphitheater 202-393 2700) 

• The Tempest: a Washington 
Shakespeare Theater production. 

TBI June 26. 

(Gixiston Arts Cento 1 , Arlington 
703-739 9886) 

• The World Goes Rouxt musical 
celebration of the careers of 
composer John Kander and lyricist 
Fred Ebb. 

Till June 27 (Kennedy Center 
2Q2-467 4600) 

• Five Guys Named Moe: Jazz 
and dance celebration of Lous 
Jordan's songs of the 1940s. Till 
June 20 

(Ford’s Theater 202-347 4833) 

• Criminals In Love: mad-cap 
comedy by Canadian playwright 


George Walker. Till June 20 (Round 
House Theater 301-217 3300) 


ZURICH 

JAPAN IN ZURICH 
Tonhalle Tonight, tomorrow, Thurs: 
Kazuyoshi Akiyama conducts 
Tonhalle Orchestra In works by 
Lourie, Glass and Paganini, with 
violin soloist Gldon Kramer. Fri: 
Shura Cherkassky piano recital. 

Sat Daniel Schweizer conducts 
Zurich Symphony Orchestra in 

Beethoven, Endo and Takemrtsu, 
with piano soloist Michiko Tsuda 
(261 1600) 

Kandeischulhaus Fri: first of ten 
performances by Fumi Matsuda 
Dance Theatre (221 2283) 
Schauspietfiaus Fri, Sal Sun: Kinzo 
Komparu Noh Theatre (221 2283) 

• Yukio Ninagawa’s Japanese 
version of Euripides’ Medea comes 
to Theater 11 from June 16 to 21. 
Booking and information at 
Blllettzentrale am WertimQhJeplatz 
(221 2283) 

OPERA 

Tomorrow: La boheme with Mara 
Zampleri. Thurs; Bemd Bienerf $ 
production of Nutcracker. Fri: Tosca 
with Zampleri and Neil Shicoff. Sat 
final performance this season of 
Nikolaus Lehnhoffs new production 
of Don Carlo, with Francisco Araiza 
and Ruggero Raimondi. Sun: Rafael 
Frittibeck de Burgos conducts first 
night of Cesare Lievi’s new 
production of Ariadne auf Naxos, 
with Gabriels Benackova, Edita 
Gruberova, Josef Protschka and 
Hermann Prey (repeated June 15, 

T9, 23, 25, 29, July 2). Mon: Sandor 
Vegh conducts orchestral works 
by Mozart and Salieri (Opemhaus 
262 0909) 


European Cable and 
Satellite Business TV 

(All times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 
Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 

Arts Guide 

Monday: Berlin. New York 
and Parts. 

Tuesday: Austria, Belgium, 
Netherlands, Switzerland, 
Chicago, Washington. 
Wednesday. France, Ger- 
many, Scandanavia. 
Thursday: Italy. Spain. 
Athens, London, Prague. 
Friday: Exhibitions Guide. 
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M r Derek Wanless 
looks remarkably 
fresh-faced for a 
man in charge of 
a bank, given the unpopularity 
of the industry. A little over a 
year after becoming the young- 
est chief executive of a high 
street bank, he appears to have 
weathered the stream of criti- 
cism of UK banking with undi- 
minished good cheer and 
optimism. 

Mr Wanless, 45. has been an 
employee of National Westmin- 
ster Bank since graduating 
horn Cambridge. He might be 
expected to display more irrita- 
tion over attacks on hanks for 
offences as diverse as mixing 
up credit card charges, increas- 
ing fees to customers, and lim- 
iting loans to small businesses. 

But Mr Wanless has his rea- 
sons to remain chirpy, as he 
made clear yesterday in an 
interview on tbe changes he 
has brought about at Britain's 
second-biggest bank. While 
NatWest has had its share of 
criticism from customers - and 
even staff - it has recently 
avoided much of the oppro- 
brium over management qual- 
ity directed by shareholders at 
its old rival, Barclays. 

While Barclays has failed to 
convince shareholders that it 
has made a clean break with 
the lending mistakes of the 
1980s, NatWest has acted more 
convincingly, by installing a 
largely new and young man- 
agement team under Mr Wan- 
less. 

Mr Wanless has thus been 
able to conduct management 
reforms in an atmosphere of 
relative calm. He emerged as 
chief executive after Mr Tom 
Frost stepped aside in March 
last year to concentrate on his 
defence to unfounded accusa- 
tions of deception during a 
government Inquiry into Nat- 
West's part in a rights issue 
from the Blue Arrow employ- 
ment group. 

Mr Wanless demurs at the 
suggestion that the Blue Arrow 
affair was a blessing in dis- 
guise in allowing NatWest to 
reshuffle senior management. 
“I'm the wrong person to ask," 
he says, in what remains a dis- 
tinct north-eastern accent. 
“But I find it very hard to 
think that what we went 
through for all those years was 
worth it." 

Some of the new generation 
have come from outside. Mr 
Richard Goeltz, the chief finan- 
cial officer and an American, 
joined last year from Seagram, 
the US drinks group. Mr Stuart 
Chandler, in charge of strate- 
gic development, came from 
the Bank of England. 

Mr Wanless has won respect 
in the industry, both because 


Losing lots 


of layers 


John Gapper on the reshaping 
of NatWest’s bureaucracy 



Derek Wanless: reasons to remain chirpy 


of his intellectual pedigree - 
he has a first-class degree in 
mathematics - and because he 
appears to understand most 
parts of what is a complex 
business. 

High street banks are not 
easy institutions to change 
quickly. "When I first came I 
had not seen so many layers of 
bureaucracy since T read Mil- 
ton’s Paradise Lost,” says one 
senior manager. “There were 
archangels and angels, and ser- 
aphim and cherubim every- 
where I looked.” 

The bank's entrenched con- 
servatism is one reason why 
Mr Wanless argues that it 
would be counter-productive to 
impose changes too rapidly for 
staff to understand and assimi- 
late. “Most of the things we are 
trying are intended to improve 
service, but there is a danger 
that in putting those things 
into practice, you have exactly 
the opposite effect," he says. 

This caution means that, 
although NatWest under Mr 
Wanless has displayed willing- 
ness to cut its vast array of 
businesses - shedding retail 
banking in France. Japanese 


domestic equity operations and 
US credit card merchandising 
in the US - some doubt 
rem ains about whether the 
bank is willing to take the 
most painful decisions, such as 
disposing of larger operations, 
if they prove necessary. 

Technological innovations in 
retail banking, including tele- 
phone banking, raise questions 
about whether banks such as 
NatWest will be able to reduce 
costs quickly enough to avoid 
being undercut by new forms 
of competition. Even the 7,000 
job losses last year, and the 
4,000 expected this year might 
not be radical enough. 

Mr Wanless resects the sug- 
gestion that NatWest is too 
cautious to change at the speed 
required. “There is no limit to 
the size of decision we would 
be prepared to make were it 
right for tbe hank," he says. As 
evidence, he points to the 
recent flow of divestments in 
markets where it does not have 
“a substantial enough starting 
point from which to develop". 

The most important change 
has been is to reduce the size 
of the management group to 


which the bank’s four main 
businesses report. These 
operations - UK branch bank- 
ing, international business, US 
branch banking, and the Nat- 
West Markets Investment bank 
- are monitored by a head 
office staff that has been cut 
from 400 to 150. excluding staff 
in obligatory roles such as 
auditing. 

This group is split into three 
functions: Mr Chandler’s 
human resources and strategic 
development; Mr Goeltz’s per- 
formance management; ami a 
group risk function under Mr 
John Melbourn. The idea is to 
enable the bank to have a 
clearer view of what busi- 
nesses it should be involved 
and how these should be oper- 
ated. 

Mr Goeltz has been working 
on new performance measures 
to avoid a repetition of past 
mistakes. Fart cf this involves 
developing what Mr Wanless 
calls “measures of long-term 
health” of NatWest's various 
operations. These measures 
include asset quality, unit 
costs, customer satisfaction 
and staff motivation. 

While some of these are 
“soft” measures, others such as 
asset quality will be reflected 
directly in the profit and loss 
account in future years. Mr 
Wanless says unit costs are 
particularly important because 
they indicate the strength of 
the bank's defences against 
competitors which use technol- 
ogy to undercut its higher-cost 
operations on price. 

Yet he also thinks these mea- 
sures will prevent the h ank 
from adopting a short-term 
view, for example by cutting 
costs in ways that damage ser- 
vice and demoralise staff. The 
question is whether such a 
broad view of performance will 
deliver the sustained increase 
in returns on capital which all 
h anks are now seeking. 

The alternative might be a 
gradual break-up of operations 
within the old unwieldy bank 
which Mr Wanless wants to 
slim down rather than divide. 
NatWest's chief executive 
t hinks his h ank can achieve 
results in line with companies 
in other sectors - given the 
reforms and greater economic 
stability. 

Lloyds Bank, recently the 
most successful clearing h ank, 
has made its mark by empha- 
sising shareholder value. But 
Mr Wanless says NatWest 
needs to please staff and cus- 
tomers too. 

“It is too easy to say that in 
the long run all these things go 
together, but there is a consid- 
erable element of truth to it 
especially in a service indus- 
try," he says. 
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The Tories can rely on 




Mr John Smith 
has a choice. 
He can let a 
taxi-cabful of 
trade union 
bosses run tbe 
Labour party, 
or he can try to 
run it himself. 
It is not much 
of a choice. If he caves in to Mr 
'John Edmonds, the general 
secretary of the GMB union, he 
might as well give up politics 
and retire to compose a guide 
to hill-climbing in the High- 
lands. If he fights for his par- 
ty’s independence he may lose 
anyway. Tbe short-term win- 
ner can only be Mr Faddy Ash- 
down. ti>e leader cf the Liberal 
Democrats. The long-term ben- 
eficiary is likely to be the 
Conservative leader, whoever 
he or she may be at the 
time. 

Yes, the plot does have a 
familiar ring to it The GMB 
voted yesterday to oppose the 
exclusion of trade unions from 
the selection of Labour’s par- 
liamentary candidates. Several 
unions also plan to retain their 
40 per cent share of the vote 
for the party’s leader and dep- 
uty leader. Mr Smith wants 
participation in the Labour 
party's procedures to be lim- 
ited to members of the party. 
Mr Edmonds will have none of 
that. He refers to what he calls 
taco groups of Labour members 
- the 200,000 individuals who 
pay by direct subscription, and 
the 4m- who pay a “political 
levy” through their trade 
unions. “We believe that every- 
one who contributes should 
have the right to participate,'’ 
he said. 

It sounds as reasonable as it 
is wrong-headed. So does the 
compromise offered to Mr 
Smith by the National Union of 
Public Employees' conference 
yesterday. Under this deceptive 
formula, Nupe's political levy- 
payers could declare them- 
selves supporters of Labour 
and no other party, thus 
becoming “registered” mem- 


bers. Like Mr Edmonds’ ration- 
alisations, this is a sham. 
Votes delivered by union 
machines to the party head- 
quarters are not true demo- 
cratic votes. They never can 
be. Somewhere along the line 
apparatchiks control them. 
The unions’ inability or unwill- 
ingness to perceive this will be 
the death of the party they 
founded and still finance. 
“Apparently some Labour poli- 
ticians think we are an elec- 
toral liability,” Mr Edmonds 
said yesterday. He can say that 
again. Labour will not win 
anothe r election if people think 
that they are electing puppets. 
The ineffably reasonable Mr 
Edmonds is demonstrating 
that he aspires to be a puppet 
master, first, last and always. 

He will do his 

best to retain 
control 

If Mr Smith 
persists, Mr 
Edmonds will 
be able to dem- 
onstrate his 
power. He can 
deploy a nega- 
tive “block 
vote" of some 
650,000 GMB 
members at 
Labour's conference in Octo- 
ber. His fellow-bosses from tbe 
Transport and General Work- 
ers' Union. Nupe, the MSF 
union and others can throw in 
veto cards with a combined 
value of 2m-pius. End of stray. 
A few general secretaries can 
thus publicly and imflfihamfldly 
block reform in a manner that 
would turn the Russian parl- 
iament's speaker, Mr Ruslan 
Khasbnlatov, puce with 
envy. 

This is not the end of Mr 
Smith's troubles. As be is dis- 
covering. the Labour move- 
ment can always be relied 
upon - by the Tories. When- 
ever the trade unions' party is 
doing well a bogey-man comes 
along to act as a vote-repellent. 
Once it was Mr Tony Benm 
another time it was Mr Ken 


Labour wQl not be 
elected if people 
think they are 
electing puppets. 

Mr Edmonds 
shows he aspires 
to be a puppet 
master 


Livingstone; for a white it was 
Mr Arthur ScargftL The latest 
aspirant for this histone post, 
which is surely nurtured by 
Conservative Central office, is 
Mr John Prescott, Labour s 
spokesman on transport. He 
was trounced when he put 
himself forward as a candidate 
for deputy leader, but he has 
learned nothing. Now he has 
emerged as the dummy on Mr 
Edmonds’ knee, his wooden 
crescendos reverberating in 
public as he insults the team of 
“modernisers" around Mr 
Smith. _ _ . 

This tittle drama must be of 
some comfort to Mr John 
Major. The prime minister is in 
a spot of bother himself, but he 
can console himself with the 
thought that it is better to 

have governed 

and lost than 
never to have 
governed at alL 
Whether he 
stays or goes, 
he will have 
won a general 
election and 
made his mark. 
The Labour 
leader has no 
such consola- 

tion to rely on. 

I£ as seems possible, Mr Smith 
is brought down by Mr 
Edmonds, he will never have 
experienced the delights of sit- 
ting in No 10 Downing Street 
and enduring the vilification 
of the media and the elect- 
orate. 

Only Mr Ashdown can smile 
at what is happening. He has 
much to gam, and nothing to 
lose. The leader of the Liberal 
Democrats may indulge him- 
self in fantasies about becom- 
ing prime minister, but he is 
not likely to perish of disap- 
pointment if he fails to achieve 
what most people believe to be 
impossible. After all, under-sec- 
retary of state for Wales in a 
Labour-led coalition is still fur- 
ther than be can realistically 
hope to get 

Yet today he is enjoying a 


fine run, which may becc ane 
prolonged. Only four years ago 
be stood amid the ruins of 
former liberal and Social Dem- 
ocratic alliance, a symbol, 
some said, of the end of third. . 
party politics in Brttam.Now 
the Liberal Democrats can 
fairly claim the support ofper- 
baps a quarter of the vribas. ' 
Mr Ashdown commands an. 
advancing army of local 
authority councillors. He can 
look forward to further tri- 
umphs in the south west of . 
England. His party’s recent yfas 
tory at Newbury cost Hr Nor- ' 
man Lamont the chancellor- 
ship; its possible forthcoming 
win at Christchurch 
Mr Mdjor his premiership. 

It will be seen at once that : 
these excursions into the land 
of power are likely to-lfe. 
short-lived. The Liberal Demo- 
crats are prospering because 
the government is regarded as 
incompetent and Labour 
remains unmodernised. To be 1 

fair, Mr Ashdown has added to 
his party's strength by taking 
unequivocal positions on mat- ' 
ters such as the' Maastricht 
treaty and intervention in Bos- - 
nia. Voters can see through the 
careful equivocations of the-' 
prime minis ter and the leader 
of the opposition; some are 
attracted by the Liberal Demo- 
crat's clear-cut stands on prin- 
ciple. But that said, Mr Ash-, 
down has not managed to. sell 
any overriding general princi- 
ple that, in the electorate's 
eyes, would both distinguish 
his party and dispel the 
kilter belief that it can never 
win. 

Well then, can Labour? A 
slam-bang open battle for con- 
trol with the union leaders, 
with Mr Smith laying his job 
on the line and yet winning, 
could solidify the Labour vote. 
I'D believe that when I see it A 
Lib-Lab pact? We are more 
likely to see the two non-con- 
servative parties cancel one 
another out, as the govern- 
ment rVunha upwards from its 
post-recession trough. 
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Welfare cuts 
versus an 
increase 
in taxes 


From Mr Harry ShutL 

Your leader of June 1 ("Mr 
Major’s next steps") calls for 
public debate on where cuts in 
the welfare state should foil 
Yet surely intellectual consis- 
tency also demands some dis- 
cussion as to whether such 
cuts are preferable to tax 
increases? 

To deny this is to cling to the 
oft-disproved supply-side myth, 
revived with such enthusiasm 
in the 1980s. that tax cutting 
and deregulation tend to pro- 
mote sustained economic pros- 
perity. Now that has been 
exploded yet again, honesty 
requires us to recognise that, 
since cutting taxes (or more 
accurately shifting the burden 
from the rich to the poor) has 
uot generated the promised 
economic miracle, there is no 
justification for not reversing 
the process. 

The obscenity of expecting 
the less well-off to pay the 
price of Thatcherite folly - and 
thus prospectively join the 
ranks of the 6m or so already 
on income support - is regu- 
larly illustrated in your own 
columns. Witness the spectacle 
(highlighted by Lex, “In at the 
deep end", May 27) of the pri- 
vatised water industry - hav- 
ing been allowed to levy its 
own tax on captive consumers 
and being largely absolved of 
paying taxes itself for years - 
pouring its super-profits into 
overseas investments that are 
both highly speculative and 
quite irrelevant to the well-be- 
ing of our domestic economy. 

Is it not an insult to the 
moral sense as well as the 
intelligence of the public to 
suggest that a nation which 
can afford such waste cannot 
also afford the; welfare state? 
Harry Shutt, 

19 Tennyson Close, 

Horsham. W Sussex RH12 4PM 


Shareholders not 
much in evidence 


From Mr John Reece. 

Sir, As chairman of a modest 
public company. County of 
Kent Developments, I have just 
presided over my third annual 
general meeting. As on the two 
previous occasions, in spite of 
there being some 300 on the 
register and their being prop- 
erly notified, not one share- 
holder (save the directors) 
attended the meeting 

This may indicate absolute 
confidence in the board of 
directors or the total despair 
on the part of the shareholdras. 


However, the question I pose 
runs as follows: is three con- 
secutive agms of a public com- 
pany without a shareholder in 
attendan c e (save the directors) 
a record or are there others 
among your readers better 
qualified for inclusion in the 
Guinness Book of Records? 
John Reeve, 

J F Reeve. 

Copse Close. 

Cedar Road, 

Hook Heath, 

Woking r 

Surrey GU22 0JJ 


Why Lamont’s removal 
from office was just 


From JR L Cuningham. 

Sir, In his article, “Hounded 
out by fiction and foes" (June 
4), Bill Robinson asked: “Why 
did we keep on reading that 
the City had lost all confidence 
in the chancellor?” and then 
basically fails to provide an 
answer except by reference to 
Mr Lamont’s numerous indis- 
cretions in his private life. 

The real reason why the 
financial community “gave up" 
on Mr Lamont, and is close to 
doing the same on the prime 
minister, is that both men. 


having pursued an economic 
policy which was clearly not In 
the country’s best interests, 
were only forced to change 
tack following the UK’s brutal 
ejection from the exchange 
rate mechanism. 

Like tbe Bourbons they 
seemed incapable of learning 
from their mistakes and, if Mr 
Lamont’s removal from office 
was the result of pressure from 
the media, then the reporters 
concerned have done the coun- 
try a considerable service. 

J R L Cuningham, 
chairman. 

Investment Research of 
Cambridge, 

28 Pardon Street. Cambridge 


From Mr Peter Marks. 

Sir. In his defence of Mr Nor- 
man Lamont, Bill Robinson 
writes that “his senior col- 
leagues agreed that the ERM 
debacle was not his fault", and 
that other countries “have not 
found it necessary to change 
their finance ministers along 
with their ERM parity”. 

The difference from other 
countries is that, shortly 
before the exchange rate was 
floated, quite a few billions of 
Britain's foreign exchange 
resources were spent on buy- 
ing sterling at a rate some 10 
to 15 per cent higher than that 
which has ruled in the market 
ever since. Responsibility for 
exchange rate policy, including 
intervention, rests with the 
Treasury and the Bank of 
Engla nd, chiefly the former. It 
was for being the person 
respo nsible , at least formally, 
for incurring such huge losses 
that Mr Lamont had to go. If in 
some way it was not actually 
“his fault”, whose was it? In a 
democracy we should be 
allowed to know. 

Peter Marks, 

23 First Avenue, 

Westdiff-on-Sea, 

Essex SS0 8HS 


Not so good 
with VAT 
numbers 


From Dr Gordon Wilkinson. 

Sir, Charles Batchelor 
(“Negotiating the barriers", 
June 1) rightly refers to the 
difficulties and burdensome 
administration of new rates on 
value-added tax, especially the 
completion of statistical trad- 
ing reports. One might be 
impressed by tbe apparent 
sophistication of Customs & 
Excise computer systems to 
process such volumes of trade 
data. 

However, we find it astonish- 
ing that VAT offices are able to 
confirm whether a VAT num- 
ber applies to a particular 
European company, but, given 
the names, are unable to 
advise tbe correct VAT num- 
ber for the occasional firms 
that our time-consuming and 
expensive mail, fox and phone 
co mm u n ications have been 
unsuccessful in obtaining. 
Gordon Wilkinson, 

Infocom, 

PO Box 78, 

East Qrinstead, 

England RH19 2YW 


Hi 




I 


'\ F eak : 


Standards on * 
the decline 


From M Wolstencroft, 

Sir, I was horrified to note 
that the European Commission 
is likely to legislate against the 
British system of hallmar ks in 
order to harmonise downwa r ds 
to a lesser standard (“EC looks 
set to ban precious metal sym- 
bols”, June 3) and hope that - 
this will be resisted at an costs. 
What is next to go in the new 
State of Europe, perhaps the 
three-pin plug? After all, it, 
too, constitutes a higher and 
safer standard that that used rf'. 
in continental Europe. *' 

M Wolstencroft, 

1-B rue du Moulin. 

L-7423 Dondelange. 

Luxembourg 


Progress continues on plans for a nuclear waste repository 

n IC. I mk. r >- jj u — ITT. I no.* . . J 


From Mr Michael Folger. 

Sir, Bronwen Maddox (“Stor- 
ing up long-term doubts”, June 
4) suggests that this company’s 
plans for a nuclear waste 
repository are “stoned”. In fact 
we are making steady prog- 
ress. 

In April, Cumbria County 
Council granted planning per 
mission for an extensive array 
of monitoring and geotechnical 
boreholes at our Longlands 
Farm site near SeUafiekL Once 
we have initial results from 
that drilling, early next year, 
we will be able to finalise a 
planning application for our 
proposed rock characterisation 
facility, or “rock laboratory". 


The Radioactive Waste Man- 
agement Advisory Committee, 


in its latest annual report, reit- 
erated its welcome for our 
plans for that underground 
facility. As we stated last 
autumn, work in the rock labo- 
ratory will be essential to 
develop the “unequivocal evi- 
dence” on hydrogeological con- 
ditions to which the commit- 
tee’s report has referred and 
which we and the safety regu- 
lators will need before waste 
disposal could begin. 

Neither are repository costs 
“unknown”. The NAO itself 
has reported current best esti- 
mates of undiscounted lifetime 
costs In the region of £3 bn. 


Tighter estimating will follow 
as Improving knowledge of the 
site allows us to undertake 
more detailed engineering 
studies - keeping within 
known technology and aiming 
at minimum cost. While the 
cost of underground disposal is 
high in absolute terms it is 
small in relation, to the quan- 
tity of nuclear electricity gen- 
erated Thus, a £3bn cost 
would be equivalent, even in 
the crudest undiscounted 
loans, to only about a tenth of 
a penny per kWh of nuclear 
power generated since the 
1950s and up to 2030. 

Inevitably, there are uncer- 
tainties over precise timing of 


our programme - as our pub= 
fished plans acknowledge. 
Th«ae reflect the scientific real-, 
ities of the step-by-step 
approach necessary for a confi- 
dent and cost-effective evalua- 
tion of site suitability and aim 
the constraints of the planning 
system. But, with a flexible 
strategy and the necessary 
resources committed on the 
ground, we are maintaining 
Momentum to make early deep 
( hsposal a reality, as govern- 
meat policy requires. 

Michael Folger, 

Managing director, 

SSngdom Nhex, 

Curie Avenue, Harwell. 

Oidcot. Oxfordshire OX11 ORH 
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Victory tasks 
for Gonzalez 


MR j ^RT i iP K Gonz&lez, the Spanish 
prime minister, has clinched a feat 
that Britain's Margaret Thatcher 
foiled to achieve and Germany's 
Helmut Kohl has not yet pulled 
off. By an unexpectedly dear mar- 
gin, he has won a fourth term as 
leader of one of Europe’s main 
industrialised democracies. Addi- 
tionally; by stemming the tide of 
losses by Europe's left-wing par- 
ties, Mr Gonz&lez has made him- 
self the chief standard-bearer for 
what ia left of European social 
democracy. 

The role brings both burdens 
and benefits. In opting for four 
more years under Mr Gonz&lez, 
but removing his previous abso- 
lute majority, the Spanish elector- 
ate has shown him less than full- 
hearted confidence. Voters dis- 
played considerable scepticism 
about Mr GonzAlez’s Socialist 
party, weakened above all by cor- 
ruption allegations. But this 
seems to have been outweighed by 
still greater doubts over the pros- 
pect of rule by the inexperienced 
conservative challenger, Mr Josd 
Maria Aznar. 

The prime minister has the 
opportunity to turn victory to the 
cause of placing Spain more firmly 
in the mainstream of European 
integration. But he will need to 
show a sense of realism and 
urgency that in recent years has 
often eluded him. The voters 
clearly expect changes in the 
Socialist party, which has dis- 
pensed an unhealthy degree of 
influence over the state apparatus. 
Even more urgently, a new 
approach Is required in economic 
policy. After registering an aver- 
age of 4 per cent growth in gross 


domestic product between 1385 
and 1991, Spain is now mired to 
the European recession, with a 
21.7 per cent unemployment rate 
and a current account deficit 
around 4 per cent of GDP. 

Supply-side economic reforms 
have been promised as often as 
they have foiled to materialise. 
Straitened economic circum- 
stances impose new necessities. 
Mr Gouzfilez should strive to wiafrp 
them virtues. He needs to bring in 
steps both to improve the flexibil- 
ity of the country’s notoriously 
rigid labour markets, and to 
restructure inefficient public sec- 
tor industry. 

Measures to promote job cre- 
ation must be combined with 
renewed efforts to bold down 
inflation and main tain the 
improvement to Spanish competi- 
tiveness gained in three peseta 
devaluations since September. 
Spain’s inflation rate, L2 percent- 
age points above the EC average, 
is still too high. 

The loss of the Socialists’ abso- 
lute majority may help Mr Gonz- 
alez rally the consensus needed 
for unpopular solutions. Mr Gonz- 
alez for the first time will have to 
come to terms with minority par- 
ties. This raises the need for deli- 
cate compromise. But, in areas 
such as breaking up centralised 
wage bar gaining , this may enable 
the prime minister to wriggle free 
from his party’s shackles. Mr 
Gonz&lez faces an uphill task, but 
it is a fight worth conducting. On 
Sunday's evidence, the Spanish 
people are willing to give him the 
benefit of the doubt He now needs 
to show he has the mettle for the 
struggle. 


Pay-off punch 


*OSTEL, the UK’s biggest pension 
und, intends to vote against the 
ejection of any company direo- 
or who is on a rolling contract of 
oore than 12 months. 

This policy, outlined to a letter 
o top company chairmen from Mr 
Uastair Ross Goobey, Postel's 
hief executive, wholly sen- 
ible. If there is one piece of cam- 
ion ground in the debate over 
xecotive pay, it is that managers 
hould not be rewarded for failure, 
fet tiie three-year rolling con- 
tact, fast becoming the standard 
a British industry, ensures just as 
lig a pay-off for a poor m a n ag er as 
ar a good one. If Postel's inilia- 
tve helps stamp out the three- 
ear raffing contract, the fund will 
lave done a service both to the 
ensioners it represents and to the 
ompazdes in which It invests. 

Mr Ross Goobey’s move is wei- 
mb, however, as much for what 
: signals as for what it contains, 
■ypically, the debate over execu- 
ive compensation is unproductive 
ecause complaints over the sub- 
tance of pay decisions are met by 
defence of the process used to 
each them- The more intense the 
omplaints over substance, the 
lore agonisingly refined the pro- 
ess, and so on, in an endless dia- 
)gue of the 

If an impeccable process deliv- 
rs unacceptable results - as, too 
ften, has been the case in big 
t ritish companies - the problem 


lies in the connection with the 
outside world. Non-executive 
directors are supposed to act as 
proxies for shareholders in the 
pay-setting process. If they foil to 
do so, it is partly because they do 
not hear a clear message of con- 
cern from the shareholders they 
represent. 

Postal is at. last smiting such a 
message. Though it is leaving the 
absolute level of top salaries to the 
discretion of companies’ remuner- 
ation committees, it clearly wants 
the issue to be taken seriously. As 
a self-managed, largely indepen- 
dent fund, it is in an unusually 
strong position to make its views 
heard. 

Many other institutional inves- 
tors are part of companies with 
their own chairmen, chief execu- 
tives. remuneration committees, 
and share options - a situation 
which limits their freedom to com- 
ment on the pay packets of their 
peers. 

There is one other reason for 
welcoming Postel's move. The cor- 
porate governance of British 
industry will greatly benefit from 
a willingness by Institutional 
investors to use their votes to 
back up their opinions. By promis- 
ing to use Postel's voting power in 
this fashio n, Mr Ross Goobey has 
set an encouraging example. 
Could he turn next, please, to vot- 
ing down underperforming boards 
of directors? 


Weak beer 


R SINCE Britain’s ill-fated 
Orders were introduced four 
s ago, beer drinkers have bad 
callow annual price rises well 
e inflat ion. Now they are to 
less for their money as welL 
w hile the government Is to 
le for the Beer Order s fiasco , 
time it is up to the brewing 
stry to gewYimt for its actions, 
recent weeks, several large 
rers have quietly decided to 
r the alcohol content erf their 
lucts. Bass, the biggest, is 
ring- tha strength erf almost a 
[ of its brands by as much as 
seventh, while raising whole- 
prices by SB per cent That is 
ahead of the headline infia- 
rate to the year to April 
iAucbis are fhUy entitled to 
st product formulations and 
*s. However, when changes 
t some thing which is as basic 
product's character as alcohol 
beer, one would expect them 
seep consumers properly 
med. In this case, no such 
t was made, and the way In 
:h the changes have been 
i encourages the disagreeable 
that the brewers have some- 
i to hide. _ • , 

e ostensible pretext for their 
ions is the introduction this 
th of a new system oftevying 
e duty on beer. Under the old 
iod, which dated from Vlcto- 
times, duty was assessed 
1 to fermentation. In future, it 
be paid on the final product, 
switch was prompted by com- 
ts from the industry that the 
tystem was cumbersome and 
stable, and by the need to 
. UK practice with ti» rest of 
Suropean Community. 
b new system was developed 


by Customs & Excise after three 
years of consultation with the 
brewers and modelled on their 
proposals. Customs & Excise says 
the rtmiw elements were communi- 
cated to them a year ago, and the 
duty rate was fixed in early 
March. Yet the industry has sud- 
denly decided that the new system 
is discriminatory. Last week, on 
the day it came into effect, the 
Brewers’ Society complained that 
had it applied during the previous 
12 months, it would have yielded 
£64m. or 3 per cent, more in duty 
than the old system. That, the 
society claimed, breached govern- 
ment pledges that the change 
would be fiscally neutral. 

The industry has yet to explain 
clearly why it has waited so long 
to expose this alleged discrepancy. 
The o nly reason offered Is that it 
did not have until recently all the 
info rmation needed to evaluate 
the new system. That, however, is 
vigorously denied by Customs & 
revrico and hardly carries convic- 
tion, given the industry’s close 
involvement in the exercise from 
the outset It also raises questions 
about tiie brewers’ ability to do 
their sums. 

Wherever the truth lies, the 
brewers appear determined that 
the consumer will be made t o pay. 
through higher prices and furtive 
product changes which they have 
fnaite no serious effort to commu- 
nicate to the public - let alone 
defend. This kind of attitude is 
associated with old-style monop- 
oly nationalised industries, not 
with a modem competitive busi- 
ness. It in these circumstances, 
beer consumption continues to 
decline, the brewers have only 
themselves to blame. 


Felipe Gonzalez may have to seek partners in his bid to 
revive Spam’s ailin g economy, says Peter Bruce 

The ball’s back 
in his court 



]) 0tiM»\Ws. 


T here is surprise on a lot 
of Spanish faces as the 
scale of Prime Minister 
Felipe Gonzalez’s elec- 
tion victory on Sunday 
sinks in. To have won 159 seats in 
parliament, given the combination 
of economic recession and political 
attack he was facing, is a mighty 
achievement. Nobody came any- 
where near predicting it 
Yesterday, the political analysts 
and experts were being unusually 
cautious. Having predicted a closer 
race and possible defeat for the 
prime minister, few were brave 
enough to guess what he might do 
with his fourth successive term in 
office. The best lead came from the 
foreign exchange markets, where 
the peseta strengthened sharply 
against the D-Mark yesterday morn- 
ing. and closed at Pta76A4, from a 
previous Pta7&27. 

The markets reacted warmly 
because of the widespread assump- 
tion that the Socialists, with 
enough seats to form a stable coali- 
tion or minority government, would 
not rush into a series of interest 
rate cuts. Had the opposition Peo- 
ple's Party won, the markets would 
have expected a quick dash towards 
lower rates. But the rise in the 
peseta - devalued for the third time 
in nine months just three weeks ago 
- also carries an inherent danger. 
Unless the government take tough 
economic action to tackle the coun- 
try’s chronic unemployment, deep- 
ening recession and investment 
drought, the peseta could again 
come uiuler pressure. 

Aware of the potentially delicate 
position of the peseta, and of the 
loss of his overall majority in parlia- 
ment, held since 1982, Mr Gonz&lez 
will try to move swiftly on both the 
economic and political fronts. 

Despite losing 26 seats, the Social- 
ists are still 18 clear of the PP, 
headed by Mr Jos& Maria Aznar, the 
conservative challenger who 
increased his share erf the vote by 10 
per cent With more people - 9.08m 
- voting Socialist this time thaw in 
1986 or 1989, Spaniards have made it 
clear they are comfortable swim- 
ming against the political tide in 
Europe, for the time being, to the 
left of centre. 

More accurately, they still have 
confidence in Mr Gon&lez as their 
leader. His victory should make it 
easier for him to bring the powerful 
left wing of the Socialist party to 
heel at a special party congress 
expected later this year. Party offi- 
cials have prevented Mr Gonzalez 
from implementing tough fiscal pol- 
icies and labour reforms since 1989. 
A a economic and social policy 
choices have become starker over 
the past four years, and as the econ- 
omy has deteriorated, he needs a 
united party more than ever. 

The recession has narrowed his 
options. Tax revenues are down and 
any serious cuts in infrastructure 


spending would be unpopular. Not 
surprisingly, both Mr Gonz&lez and 
Mr Aznar agreed, separately, during 
their campaigns, that the only way 
to promote growth would be to 
negotiate a pado social - a social 
pact - between the trade unions 
and employers to hold down wage 
increases and remove rigidities 
from the labour market. Nobody 

knows quite how such a pact would 
work, and the only man who has 
tried (and foiled) to implement one, 
the finance minister, Mr Carlos Sol- 
chaga. may leave the government 

Mr Gonzalez is convinced that if 
it can stem wages growth, running 
at an average 7 per cent this year, 
the downward trend in interest 
rates can he accelerated as infla- 
tion, at an annual rate of 4.6 per 
cent, is brought more firmly under 
control To achieve wage modera- 
tion, however, he must bring two 
large trade unions, hostile to the 
conservative thrust of his economic 
policies, together with the employ- 
ers federation, which campaigned 
feverishly for his defeat after the 
party watered down a controversial 
anti-strike law drafted by the gov- 
ernment. 

Both the socialist UGT and the 
communist Cotnislones Obreras 
national unions are interested in 
recovering the political influence 
they had before Mr Gonz&lez began 
moving sharply to the right in the 
mid-1980s, so they may support Wm, 
Mr Gonzalez is likely to attempt a 
rapprochement at least with the 
UGT, which split from the Socialist 
party in the late 1980s. 

Engineering a social pact will not 
be easy. To have any chance of 
meeting the Maastricht treaty's eco- 
nomic convergence targets - which 
Mr GonzMez is determined to do - 
the labour market would require 
reforms to make it easier to hire 
and fire workers, something the 
unions would oppose. But there 
would be tradeoffs in the form of 
apprenticeships and tr aining . On 
the employers’ side, the prime min- 
ister may try to persuade them to 
make specific commitments to 
plough back profits into their busi- 
nesses. In return, the government 
could perhaps offer tax concessions. 

Discussions involving unions and 
employers might also make it easier 
for the government to begin run- 




ning down and even closing loss- 
making public sector companies 
and, perhaps, privatising those 
which could be profitable. 

Without a pact, Mr Gonz&lez’ 
fourth term threatens to become as 
bereft of achievement as his third. 
The two biggest drains on the pub- 
lic purse continue to be unemploy- 
ment benefits and health care, nei- 
ther of which can be contained - 
beyond tr imming waste - without 
serious political damage. In essence, 
the pact would be a way of divert- 
ing effort from the unsolvable to the 
solvable. 

Mr Gonz&lez has a breathing 
space. The country does not expect 
a rapid escape from the recession or 
from high unemployment - 3.3m 


people are officially out of work - 
and it has been primed during the 
campaign for the tough austerity 
programme necessary for recovery. 

Such a programme, plus the pact, 
and a tough 1994 budget, are all 
politically feasible. Sunday night 
changed Spanish politics not simply 
because the vote ended the coun- 
try's tradition of outright parlia- 
mentary majorities but because Mr 
Gonz&lez himself says he has 
changed. “I have understood the 
message of the people,” he said. 
That message is to get off his pedes- 
tal and compromise. 

He could do this by bringing fresh 
faces into the government, along 
with non-party members. For many 
Spaniards this fa an alluring pros- 


Unemployment: a letter to Mr 


You are right - 
European unem- 
ployment fa a scan- 
dal At 10 per cent, 
it fa especially high 
just now because of 
the economic down- 
D turn. But the real 

fERbUNAL scandal fa the aver- 
VlEW age level of unem- 
ployment In the 
European Community over the last 
five years - no less than 9 per cent 
of all workers. 

Since unemployment differs so 
much from one OECD country to 
another, your strategy of reform 
can draw on this experience. Three 
mflin features explain the varying 
levels of unemployment: how unem- 
ployed people are treated; how 
young people are trained; and how 
wages are determined. 

In most European Community 
countries unemployed people get 
money too easily and are give too 
little help. Generally unemployment 
benefits are available for a substan- 
tial period, often indefinitely. At the 
same time for too little is done to 
help people to become employable. 
Typically, only one in 10 of the 


Showing off 
the roller 

■ When Britain’s Princess Diana 
acquired her German-built 
Mercedes sports car there was such 
a fuss that she was forced to hand 
it back and trade down to a Ford. 
But Japan's new royal couple does 
not suffer the same insecurities 
and the word is that they will be 
flaunting the palace Roller for this 
week's wedding. 

Although there could always 
be a last-minute hitch, the 
newlyweds plan to ride through 
Tokyo In a £160,000 Rolls-Royce 
Corniche iV. Given that Japanese 
ear makers are trying to break in 
to the luxury end of the market 

and Rolls-Royce sales in Japan took 
a dive last year, it would seem a 
heaven-sent public relations 
opportunity for the UK car make r. 

When Miss Masako Owada, 
Japan's princess to be, was shown 
riding a Toyota Corolla to work 
in January, sales of the Japanese 
model soared. But even is its 

current straitened circumstances, 

Rolls-Royce shows no inclination; 
to publicise its coup. It's a strictly 
private affair ," purred the lady at 
RE’s Crewe headquarters. 


Slow adders 

■ Much consternation among the 
“Big 6 M UK accounting firms 
yesterday over delays in the 
production of the annual foe Income 


unemployed receives training, and 
such training fa often of poor 
quality. 

This deadly combination explains 
our long-term unemployment - 
more than a third of Europe's 
unemployed have been out of work 
for over a year. This long-term 
unemployment does nothing to con- 
trol inflation, since those concerned 
are no longer of interest to employ- 
ers and are thus an ineffective sup- 
ply of labour. It fa thus a total eco- 
nomic waste and dreadful fiscal 
burden. 

So we need a fresh approach, tai- 
lored to preventing long-term unem- 
ployment. This means spending 
money on active labour market 
measures in order to save money on 
benefits and lost taxes. It means a 
personnel placement officer for eac h 
unemployed person. It means more 
and better training. And in the last 
resort it means resources to buy 
jobs for hard-to- place workers. 

The way to deal with long-term 
unemployment fa to prevent it. 
Once people are long-term unem- 
ployed it fa very difficult to help 
them in any way that fa cost-effec- 
tive. Indeed, misguided attempts to 


figures from one of their number, 
Ernst & Young. 

Bitter rumours between all the 
firms abound each year over the 
undiluted quantity of creative 
accounting that goes into their 
preparation. This year they had 
agreed to release them 
grmnitangftusiy to the press and 
each other at llam. 

AH churned off the fox as planned 
except for Ernst & Young’s, which 
did not appear till nearly 1pm. The 
firm vigorously denied that it 
waited to see its nearest competitor 
before preparing a figure, even 
though its results were just a sliver 
ahead of Andersen. All necessary 
manip ulation was done blind 
several weeks ago, it seems, just 
like its competitors. 


Loosening up 

■ When it comes to winning public 
accolades there is not a lotto 
choose between South Africa's two 
chief constitutional adversaries 
- Roelf Meyer from the government 
and Cyril Ramaphosa from the 
African National Congress. Last 
week they received two honours 
jointly, flew to America together, 
and in the words of a local 
columnist “grew so close that they 
could wear each other's smites". 

When it comes to humour ANC 
secretary general Ramaphosa has 
had an edge over the Afrikaner 
constitutional minister up to now. 
However, Meyer is learning fast 
from his opposite number. When 
the two men jointly accepted their 


do so account for many of the fail- 
ures of active intervention. 

Instead, we need high-quality pro- 
grammes for people who have been 
unemployed between six and 12 
months. Once enough good pro- 
grammes are In place, the duration 
of benefits can be cut to a year. 
Income maintenance beyond that 
point would then be conditional on 
work or training. 

Most unemployed people have 
lost a previous job through normal 

The Community 
needs a fresh 
approach tailored to 
preventing long-term 
unemployment 

economic change, as some indus- 
tries decline and others rise. They 
should be treated as an important 
resource for the industries of the 
future. We should no longer let 
them slide into self-distrust. 

Next, there fa the problem of mis- 
match. The relative demand for 
stalled workers has been reduced by 


Observer 



job - if yon like that sort of thing’ 

“man of the year award” from the 
ANC newspaper, the New Nation, 
last week, Meyer recalled that when 
he attended a lunch after the 
president's momentous 1990 speech 
unbanning the ANC, the wine on 
the luncheon table was from the 
estate “Allesverloren" (All is lost). 
At the New Nation banquet the 
wine was "Bultenverwachting* 
(Waiting outside) - fair comment 
an the political situation. 


Call di Telia 

■ Argentina's charm offensive 
against the Falkland Islands 
gathers pace. Guido di Telia, the 
urbane Argentine foreign minister 


technological change and by low 
wages in the needy industrialised 
countries. But the pattern of skills 
in the European workforce has not 
adjusted adequately. To an extent 
the problem will correct itself, since 
the relative shortage of skilled 
labour has increased wage differen- 
tials and thus the incentive to 
acquire skill. But wages are not 
fUlly flexible and this generates an 
inefficient level of unemployment, 
requiring public intervention and 
public expenditure. 

Thus the 1990s have to be an era 
of educational expansion, as the 
1960s were, but with a heavy focus 
on vocational education for the less 
able young people. One reason for 
low unemployment in Germany fa 
its near universal system of skill 
tr aining . Other European countries 
need to guarantee some training to 
every young person. 

Finally, Europe is the continent 
of trade unions. In this context, 
decentralised bargaining simply 
leads to wage leap-frogging as soon 
as unemployment is reduced. Wage 
restraint can only be achieved 
through higher unemployment or 
through employer solidarity and 


fa to be guest of honour - the less 
generous might say sitting target 
- on one of the BBC World Service's 
more sensitive shows, Calling the 
Falklands. 

The one-hour programme will 
go out live on June 18 and the Beeb 
promises that neither questions 
nor responses will be edited. Whose 
idea was It? “That's a bit hazy,” 
says a member of the BBC 
production staff But Di Telia 
clearly has an agenda; he recently 
sent the Falklanders a letter telling 
them how nice the Argentines 
really are. 

On that occasion they politely 
told him to sling his hook. On air, 
they may have some fruitier 
comments. But Di Telia, a former 
Oxford don, is cooler than a 
cucumber. 


Chasing Birgit 

■ The Treuhand, the agency which 
has the thankless job of privatising 
eastern Germany’s industry, may 
soon get a taste of its own 

After selling off more than 12,000 
companies since it was setup in 
late 1990, and closing down a few 
thousand, many of its own staff 
are now looking elsewhere for new 
Jobs. 

With only 1,000 companies left 
on the books, the Treuhand intends 
to close down its New York and 
Tokyo office this autumn, and the 
agency itself will be wound up by 
the end of next year. 

The Berlin-based investment 



pert, promising a more open admin- 
istration. By pinpointing the areas 
of waste, inefficiency and illegal 
political financing, Mr Aznar may 
have done Mr Gon&lez a favour dur- 
ing the campaign. 

But as he begins to manoeuvre 
the unions and employers to his 
nego tiating table, Mr Gonalez must 
also decide whether the 159 seats 
the Socialists have won are enough 
to allow him to govern as a minor- 
ity, making long-term pacts with 
tiie conservative ruling CiU in Cata- 
lonia and perhaps the PNV in the 
Basque country. Or he could form a 
coalition government with one or 
both of them. 

No doubt he would wish to go it 
alone, but in the CiU at least, there 
fa a debate over whether to enter 
national government. Mr Miguel 
Roca, parliamentary leader of the 
CiU, is close to the Socialists and 
h«a ministerial ambitions, but the 
Catalan leader, Mr Jordl Pujol, wor- 
ries that helping the Socialists to 
govern might cost him support dur- 
ing Catalan elections, which the 
Socialists also contest. 

G iven the economic 
obstacles the next gov- 
ernment will have to 
overcome, the PP will 
want to see life made 
as difficult as possible. A prolifera- 
tion of regional parties in the 
national government would work in 
its favour because If anything 
should go wrong, they would share 
the blame. The PP believed it would 
win the election and in many cases 
lost close races to small conserva- 
tive regional parties. Somehow, the 
PP has to find an accommodation 
with the scattered regional right or 
seek to capture the regional vote. 
Both would take time. 

The result was a bitter blow for 
the conservatives. The PP fa a vitu- 
perative party and conceivably 
could blame Mr Aznar. But that 
would be reckless. He has raised the 
PP's game to the point where Spain, 
for the first time in more than a 
decade, has a worthy opposition. 

Mr Aznar repelled some voters 
with his arrogant style but in con- 
ceding defeat on Sunday he was 
gracious and generous, finally 
revealing two impressive qualities 
when it was too late. The next time, 
provided he does not hide his 
humanity away again, he will be a 
real threat to Mr Gonz&lez. 

Until thpn, Mr Gonz&lez has been 
given an unprecedented opportu- 
nity to tackle the weaknesses in 
economic policy and in his relation- 
ship with his party that were 
exposed during his third term. The 
last Socialist leader in the European 
Community, he will be keen to 
prove that the key to growth does 
not lie on only one side of the politi- 
cal spectrum. He faces some big 
tests, but he has more than 9m 
Spaniards rooting for him. 


Delors 


social consensus about wages. 

Tackling unemployment means 
tackling these three issues. There 
are many possible distractions - 
above all the fallacy that, due to 
technical progress, it is ever more 
difficult to provide jobs. If that were 
so, we should nearly all be unem- 
ployed by now. There fa no lump-of- 
output to be produced. Technology 
makes possible a better life. So 
there fa no advantage in artificial 
Inducements to early retirement or 
restricted hours of work. 

Unless we treat people as 
Europe's main resource, we cannot 
hope to return to full employment 
But if we do so, we can at least 
guarantee everyone a job within 
one year. Why not make that a 
European goal for the decade? 

Richard Layard 


The author is director of the Centre 
for Economic Performance at London 
School of Economics and co-author of 
Unemployment Macroeconomic Pol- 
icy and the Labour Market (Oxford 
University Press) 


relations department which looks 
after potential foreign investors, 
will be cut back from 15 to 10 by 
the end of this month. But the big 
question fa the future of Ms Birgit 
Breuei, the agency’s 55-year-old 
president 

She has been been mentioned 
as a possible successor to Sir 
William Ryrie, the British civil 
servant who has been running the 
International Finance Corporation, 
the private-sector arm of the World 
Bank, for the last nine years. Ryrie 
has an open-ended contract but 
he turns 65 in November, tiie 
normal retirement age for World 
Bank types. It fa understood that 
she has already been invited to 
join the IFC board. 

Others say she might end up in 
the Chancellery in Bonn. She might 
even return to politics - she was 
minis ter of finance in Lower 
Saxony until joining the Treuhand 
in October 1990. Whatever the 
outcome, it is highly unlikely that 
Ms Breuei wiH join Jacques Attali’s 
EBRD. 


Be prepared 

■ The A me r ican Institute of 
Certified Public Accountants has 
chosen an odd spot for its national 
conference on divorce, which covers 
such subjects as how to get the 
most out of your next of kin whan 
the marriage turns sour. 

Until now Las Vegas has been 
better known as the place for 
instant marriages, rather than 
shotgun divorces. 
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Thatcher presses argument for 
UK referendum on Maastricht 


By Ralph Atkins 

BARONESS Thatcher reopened 
deep wounds in the British Tory 
party over Europe yesterday by 
launching in the House of Lords 
a fresh campaign to force a refer- 
endum on the Maastricht treaty. 

The former prime minister said 
she would never have signed the 
treaty, and told Mr John Major, 
the UK prime minister, that 
Britain had more to lose than 
any other European Community 
country under it. Without a refer- 
endum. the government would 
“betray" the people’s trust in the 
UK's parliamentary system. 

Lady Thatcher warned that 
Maastricht would turn the Brit- 
ish and other EC parliaments 
into “little more than an agency" 
of the European Commission and 
Council because of the “massive 
extension" of powers to Brussels. 


Her calculated remarks will 
serve as a rallying point for Euro- 
sceptic lords, adding further to 
the sense of disarray in Mr 
Major's Conservative party. 

Lady Thatcher's outburst 
revived tensions that precipitated 
her downfall as prime minister. 
Lord Howe, the former foreign 
secretary - standing just behind 
her - warned that Euro-sceptics 
had moved "into a position which 
now. alas, is approaching deep 
hostility to the essence of the 
Community itself." 

Most Euro-sceptic MPs still 
believe the Lords' overwhelming 
pro-European slant will allow the 
Maastricht bill a relatively 
smooth passage. 

Lady Thatcher, heard in near- 
silence in a crowded chamber, 
said Maastricht was intended 
explicitly to pave the way to a 
European union. She added: “I 


suggest we don't want to go any 
further on that train." 

For the government, Lord 
Wakeham, leader of the Lords, 
made a deliberate swipe at the 
former prime minister, saying 
that Maastricht was "less 
far-reaching" than the Single 
European Act - signed by Lady 
Thatcher. 

Maastricht sought to make EC 
institutions more effective. Lord 
Wakeham said, and allowed 
Britain "to make further progress 
towards the kind of decentral- 
ised, open community that we 
want". 

Lady Thatcher objected that 
Maastricht went "much, much 
wider” than the Single European 
Act. extending the powers of the 
Commission from 11 to 20 areas 
of government and providing 111 
new occasions when decisions 
can be by qualified majority vot- 


ing. It would be "disgraceful” to 
block a British referendum 

She attacked die Commission 
for reneging on assurances that 
the extension of qualified major- 
ity voting needed to create a sin- 
gle market would not interfere 
with nation states' freedom over 
fiscal policy, the free movement 
of people and employees' rights 
and interests. 

She welcomed the govern- 
ment's decision to refer the work- 
ing time directive to the Euro- 
pean Court on the ground that it 
had been enacted wrongly - and 
against Britain's wishes - under 
a qualified majority voting. 

But she said the court's judges 
were biased towards an inte- 
grated European Community and 
threatened to undermine the 
principle of the rule of law on 
which British democracy was 
based. 


Mediation fails in Virgin 
‘dirty tricks’ claim on BA 


By Andrew Fisher 
and Andrew Baxter 

THE ACRIMONIOUS "dirty 
tricks" dispute between Virgin 
Atlantic and British Airways 
looked set last night to be 
decided in court after the col- 
lapse of a mediation attempt by 
the Civil Aviation Authority. 

BA claimed that the main 
obstacle to a settlement was Vir- 
gin's insistence on a payment of 
not less than £9m (S13.9m) in 
compensation. It suggested that 
the matter should be settled by 
arbitration. 

Mr Richard Branson, c hairman 
of Virgin, said it now seemed 
inevitable that the matter could 
only be decided in court. “Once 
again, at the last moment. BA 
have decided to move the goal- 
posts." 

The collapse of talks ends three 
weeks of meetings held by Mr 
Christopher Cbataway, chairman 
of the CAA. with both airlines to 


try to resolve the dispute. The 
CAA said it was disappointed 
that a deal had proved impossible 
in a dispute it considered to be 
“potentially harmful to British 
aviation". 

BA denied reports that it was 
ready to pay £9m to settle the 
claims by Virgin. It said it had 
made clear at the start of the 
discussions initiated by the CAA 
that the proposed settlement was 
worth nothing like that figure 
and that BA's board had reaf- 
firmed its stance on Friday. 

BA suggested that all Virgin's 
claims should be submitted to an 
arbitrator, except for £5m 
involved in a long-running air- 
craft maintenance dispute which 
is already in arbitration. 

Mr Robert Ayling, BA’s group 
managing director, said the air- 
line had always declared its will- 
ingness to pay any legitimate 
claims that Virgin may have. 
"We hope Virgin will accept this 
simple, direct and obviously fair 


way of determining the legiti- 
macy and worth, if any, of its 
claims.” 

In response. Mr Branson said 
Virgin had expressly entered 
negotiations on the basis that BA 
pay £9m compensation for the 
“dirty tricks'* campaign to lure 
passengers away by using Vir- 
gin’s computer data. “Much hard 
work and effort has been 
expended by the CAA and Virgin 
in attempting to agree the out- 
standing issues. Just at the point 
of agreeing those issues, BA - 
without any reason whatsoever - 
have once again withdrawn their 
offer of settlement.'' 

Last night. Virgin said it had 
originally asked for £13m but had 
agreed on £9m as a basis for 
negotiations if BA dropped the 
"gagging clause” which would 
have stopped Virgin from raising 
the matter again. Virgin main- 
tained that the £Sm compensa- 
tion had been accepted by both 
sides in the latest talks. 


Brussels 
warning on 
recovery 

Continued from Page 1 


EC competitors, but not one EC 
economy is likely to register an 
impressive performance, said Mr 
Cbristophersen. 

During the meeting, Mr Chris- 
tophersen confirmed that the 
Commission's new internal fore- 
casts estimate the EC economy in 
general will contract by 0.3 per 
cent, compared with 0.8 per cent 
growth forecast earlier this year. 

The commissioner said next 
year the EC is likely to grow 
between I and 2 per cent - far 
less than the 3 per cent seen as 
necessary to stop job losses and 
create new employment 

Mr Christophersen called on 
member states to stimulate 
growth, citing the recent tax 
reform and job-creating measures 
by the Danish and French gov- 
ernments respectively. 

But he acknowledged that 
members states’ public deficits - 
which could reach an EC average 
of 6 per cent of GNP this year - 
are too high to leave much room 
for budgetary manoeuvre. 

Mr Padraig Flynn. EC social 
affairs commissioner, meanwhile 
insisted the struggle against 
growing structural unemploy- 
ment would only make headway 
if it was tackled with the vigour 
seen in Europe's efforts to set up 
the single market. 

“The single market was a suc- 
cess because it had an agenda 
and a timetable.'* Mr Flynn said 
before yesterday’s meeting. 

Mr Flynn and his staff were 
disappointed with the inconclu- 
sive debate on the Commission's 
framework plan to tackle the jobs 
crisis when EC employment min- 
isters met in Luxembourg last 
week, and are still pushing hard 
for it to be considered at the June 
21-22 summit in Copenhagen. 

The commissioner said struc- 
tural changes in the plan - 
Including sharing out jobs and an 
easing of the tax and social secu- 
rity burden on employment - 
needed to be broached EC-wide. 


Sweden urges sale of 
loss-laden banks 
to foreign interests 


By Robert Peston and Hugh 
Camegy in Stockholm 

SWEDEN yesterday urged the 
chairmen of the world’s biggest 
banks to consider buying into the 
country’s banking sector. 

“If you wish to buy a bank or 
part of one. don’t hesitate to do 
so," Mrs Anne Wibble, Sweden's 
finance minister, told a meeting 
of the International Monetary 
Conference, an annual gathering 
of the chairmen of the world’s 100 
biggest banks. 

None of Sweden's big banks is 
owned or controlled by overseas 
institutions. Before the election 
of the current centre-right gov- 
ernment, there was an effective 
ban on foreign ownership of 
h anks 

But Swedish banks have suf- 
fered huge loan losses over the 
past couple of years. Two of the 
big banks are already controlled 
by the government and a further 
three, including Skandinaviska 
Enskilda Banken, have applied 
for government support. 

Mrs Wibble said foreign owner- 
ship of Sweden's banks was pref- 
erable to government ownership 
and she would not oppose the 
sale of one of the country’s big- 


gest banks to a foreign institu- 
tion. 

Mrs Wibble said a decision on 
the scope and form of any public 
support for SE Banken, the coun- 
try’s biggest, would probably not 
be taken until the autumn. The 
government said earlier this year 
that it agreed in principle to help 
the bank, which had losses in 
1992 of SKr5.6bn ($784m) and has 
non-performing loans totalling 
almost SKr2Sba 

SE Banken has said it wanted 
to conclude a deal with the gov- 
ernment by the end of this 
month, but Mrs Wibble said it 
would take longer to study the 
bank's needs. The government is 
apparently adopting a tough 
stance, anxious not to be accused 
of giving SE Banken soft terms. 

The first privatisation candi- 
date is likely to be Gotabank. 
which has used up most of a 
state guarantee worth SKrlObn 
following losses of SKr2.4bn last 
year. 

Its healthy assets carry a value 
of around SKr50bn, but it has 
non-performing loans of SKr40bn. 
most of which the government is 
likely to dump into a separate 
“bad bank” before privatisation 
early next year. 


Poll results add to pressure 
for Italian electoral reform 


Continued from Page 1 


necessary majority on Sunday, 
the final picture of the new politi- 
cal map will not emerge until 
after the second round on June 
20. But with separate votes cast 
for the mayors and party munici- 
pal lists, the League’s triumph is 
clear. 

It has become the first party to 
obtain 40 per cent of the vote in 
Milan and rally 37 per cent for its 


mayoral candidate Mr Marco For- 
mentmi. Mr Bossi had staked out 
. Milan’s electorate as the symbol 
of League power, and with the 
city at the epicentre of the cor- 
ruption scandals, his and the par- 
ty's credibility depended upon 
victory. 

A striking element has been 
the alliances formed for these 
polls. The most successful were 
those where the “left" joined the 
Greens and the Network. 


WHO asks 
for $2.5bn 
a year to 
stop Aids 
spreading 

By Paul Abrahams in Berlin 

THE WORLD Health Organis- 
ation yesterday appealed for 
S2.5bn to be spent each year in 
developing countries to prevent 
the transmission of HIV, the 
virus that causes Aids. 

The organisation argued that 
the programme could halve the 
Dumber of new adult infections 
during the rest of the decade 
from nearly 20m to 10m. 

“It would be an investment on 
which the returns could be 
huge." said Dr Michael Merson, 
director of WHO's global pro- 
gramme on Aids. "WHO esti- 
mates it could save nearly S90m 
in direct and indirect costs by 
the turn of the century.” 

He said the biggest increase in 
Aids infections over the last 12 
months has been in Latin Amer- 
ica, and south and south-east 
Asia. In each region there are at 
least l.5m infections. 

The growth of infection in 
south Asia and south-east Asia 
has been explosive, said Dr Mer- 
son. In Thailand, for example, 
the number of infected people 
had increased from little mare 
than 50,000 in 1990 to 450,000 by 
late last year. 

The programme would prevent 
more than 4m infections in 
Africa, the same number in Asia 
and about lm in Latin America. 

“The world can find this 
money if it wants to. It would 
hardly buy a single can of Coke 
for every person In the world,” 
said Dr Merson. He argued that 
funds could come not only from 
the first world but also from 
developing nations. 

“I appeal to world leaders to 
belp mobilise resources from 
national budgets, non-govern- 
mental organisations and the 
private sector. “We can afford 
Aids prevention. We cannot 
afford to neglect it," he said. 

The programme of basic mea- 
sures would include the promo- 
tion and distribution of condoms 
in the general population; the 
treatment of sexually transmit- 
ted diseases because of their role 
in the spread of HTV; Aids infor- 
mation and education; promo- 
tion of condoms among prosti- 
tutes and clients; maintenance of 
a safe blood supply for transfu- 
sions ; and needle-exchange pro- 
grammes. 

“The initiative would provide 
a significant return in financial 
terms but above all an incalcula- 
ble yield in diminished human 
suffering.” said Dr Merson. 

More than 13m adolescents 
and adults have been infected by 
HIV, according to Dr Merson. 

Worldwide, 75 per cent of 
infections were through unpro- 
tected sexual intercourse, Dr 
Merson added. Women accounted 
for five out of every ll newly 
infected adults. 

Meanwhile Dr Anthony Fauci 
of the US-based National Insti- 
tute of Allergy and Infectious 
Diseases said new data demon- 
strated the need for early phar- 
maceutical intervention in HIV- 
positive patients who have not 
yet developed symptoms. 


World 
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The coal dust settles 


Judging by the haHiing noises coming 
from the electricity generators, British 
Coal’s “reprieved" pits are not long for 
this world. In February, there was 
miirh Talk of the government forcing 
the generators to take an additional 
65m tonnes of coal over five years. 
National Power and PowerGen offered 
to take 40m tonnes. Now it seems a 
only a few million tonnes may be 
bought this year and next, and the pits 
udll dose. 

Since a basic five-year coal deal has 
be en s i g ned , much of the uncertainty 
about future coal prices has been 
removed. That deal requires the gener- 
ators to take less coal than hitherto, 
so they can start to run down stocks 
and release cash. S imilar ly, the very 
strong underlying profits and cash 
flow of the business has partly been 
masked by heavy provisions and a 
high capital spend. The generators 
now have a secure financial cushion 
which will allow them to release prof- 
its. cash and dividends over the next 
three years. Dividend increases of 15 
per cent compound will doubtless 
tempt investors offered leaner pick- 
ings elsewhere, especially if voluntary 
market share reductions mean that 
the generators avoid an appointment 
with the UK Monopolies and Mergers 
Commission. 

Yet while there is still plenty of air 
to come out of the tyres further down 
the profit and loss account boosting 
turnover will remain a problem. 
National Power intends to spend £lbn 
overseas to find new revenues. Fower- 
Gen is sniffier about the rates of 
return available. The success or other- 
wise of diversification may finally 
mark a point of difference between the 
two companies. 

BAA 

Despite BAA’s 49 per cent profits 
increase, it is hard to argue that its 
shares are undervalued. Viewed as a 
retailer, BAA already trades on a simi- 
lar forward multiple to Marks and 
Spencer. As a property company, it is 
on much the same discount to net 
assets as MEPC. As a loosely-regulated 
monopoly, BAA yields considerably 
less than the electricity supply compa- 
nies. Stripped of exceptional charges, 
its underlying profits increase last 
year was just 7 per cent Since BAA’S 
earnings are likely to grow more 
slowly than the market average over 
the next two years, it is easy to under- 
stand its recent share price softness. 

Still, it would be unwise to dismiss 
BAA’s attractions altogether. Last 
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year, the company made impressive 
productivity gains - largely’ by shrink- 
ing its workforce by 19 per cent. 
Expanding its retailing activities is 
al s o proving lucrative given the mar- 
ginal costs involved, although its reli- 
ance on duty free sales is a concern. 

Any company making £324m of oper- 
ating profits from £9S2m of revenue 
must be on to a good thing. That, in 
turn, suggests the CAA, BAA’s regula- 
tor. has been too soft despite its for- 
mula for airport charges of RP1 minus 
8 percentage points. In three years’ 
time. BAA will be even better off. It 
will be able to charge RPI minus 1 
percentage point. Calls for a tighter 
regime will then be tempered by the 
need for BAA to fund Heathrow's fifth 
terminaL Shareholders would doubly 
rue a more rigorous regulator if BAA 
had to ask them for the cash. 

Klockner-Werke 

The rescue plan agreed by Klockner- 
Werke’s creditors yesterday will 
doubtless come as a great relief to the 
company and its workforce in Bremen. 
But what is good for the company is 
not necessarily so for the broader 
European indukry. KHJckner is clos- 
ing a blast furnace yet its crude steel 
capacity will be cut by only 20 per 
cent and its hot-rolled output by a 
mere 12 per cent Cancellation of 60 
per cent of its debts effectively gives it 
a substantial subsidy from German 
banks into the bargain. 

It may be tempting to regard such a 
solution as sufficient, since European 
steel prices have been rising this year 
while production is down. But that 
has been possible only because of vol- 
untary restraint by west European 


producers while those in east Europe 
have taken fright at the threat of pro- 
tection. Tilth the German recession 
deepening, there is not much chance 
of demand reviving this year. When it 
eventually does, there is a strong 
chance that the battles for. market 
share trill begin all over again. 

Supporters of the KlOckner solution 
argue that it is preferable to bank- 
ruptcy, which would have allowed” its 
assets to be sold off on the cheap - 
creating a cost advantage to the 
buyer. There are echoes ctf this m the 
present scheme, though. Kldckher is 
talking of writing down the value or 
its Bremen mill and selling a 50 per 
cent stake in it. Thyssen and Krupp- 
Hoesch have already expressed an 
interest. If the German industry can 
be revitalised in this way. subsidised 
producers in Spain and Italy will be 
more determined to hold their ground 

Henderson 

If only Henderson Administration 
could reproduce such impeccable tim- 
ing on behalf of its clients. The acqui- 
sition of TOucbe Remnant looks well- 
judged given the rise in UK equities 
since the deal was struck in the 
aut umn, and the dwindling returns on 
cash. With annual cost savings run- 
ning at around £6m - and no. sign of 
damage to Touche's business - Hen- 
derson is right to be pleased with the 
marriage so far. The acquisition of 
Touche's clients, though, cannot dis- 
guise the fact that its own pension 
fund division is losing business. 

The confidence of big pension funds 
will only be restored by a marked 
improvement in investment perfor- 
mance. Touche’s talent and other new 
faces recruited this year should make 
a difference. Henderson's investment 
returns are already better than in the 
dark days of the late 1980s. although 
some way off the pace set by Phillips 
& Drew and Schroder. Rationalising 
and relaunching the stable of unit 
trusts this year will also have to be 
handled well if Henderson is to cap- 
ture its share of new retail money. . 

If these hurdles can be overcome 
and with £28m still in the bank. Hen- 
derson might be tempted to buy mare 
earnings. Having weakened its bal- 
ance sheet by writing off goodwill, 
another big acquisition would be diffi- 
cult to swallow. However, the pension 
fund management business shows 
every sign of consolidating. There 
must be a fair chance that others will 
be emboldened to follow Henderson's 
example. 


The Da Vinci bv IWC. 
Even if the name 
weren't protected, no 
other watch would be 
ca pable of bearin g it. 
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Cl 1.875 - I8ci gold with leather strap. 
Also available on bracelet. 

It has to be a chronograph with 
perpetual calendar and moon phase 
display up to the year 2499. Thai 
stops the time exactly to on eighth of 
a second and thereby automatically 
counts the minutes and hours. 

A chronograph that even knows 
automatically whether the month has 
28. 29, 30 or 3 1 days - for centuries 
to come. 

A chronograph that shows, day in day 
out. the position of the moon in the 
sky. And automatically changes the 
date, weekday, month and even the 
year - without the need for any 
correction - up to New Year’s Eve 
2199. A chronograph with a 
mechanical masterpiece, the precision 
of which others have to measure up 
to. A chronograph with a case crafted 
in I8ct yellow gold on which the 
individual serial number and your 
own name is engraved on the base. 
Even in the most unlikely event of 
you ever coming across a watch with 
these astonishing features, there 
would still be one significant feature 
missing: 

The Da Vinci is made by IWC. 


£4.075 - I8cr gold with leather strap. 

Also available on bracelet. 

It has to be a chronograph that's slim 
enough to fit on a woman's wrist. 

A chronograph that makes it easier to 
find excuses for being late for an 
appointment - to ihe second precisely. . _ 
where otherwise you could only fj • - 

excuse yourself for the delay of 
minutes or hours. '• 

A chronograph that cannot tell you 
what is written in the stats, but will 
accurately inform you of the moon ;■ 

phase at any given time. 

A chronograph with date display. And 
with an individual serial number 
engraved on the solid gold case. On 
which a name may be engraved that is 
equally worthy of the Da Vinci by 
IWC: 

Your own name. 
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a you would like to know more about the Da Vinci anil other masterpieces, niease ask r nr , h <. iwr M , 
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